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Chapter I—Office of the Secretary of 
Defense 

SUBCHAPTER A—ARMED SERVICES 
PROCUREMENT REGULATION 


Sec. 

82.10 Progress payments; authority. 

82.11 Progress payments; description. 

82.12 Responsibilities. 

82.12- 1 Organization. 

82.12- 2 Resolution of disagreements. 

82.12- 3 Responsibility; administration; 

contract finance committee. 


[Arndt. 46] 

PART 30—APPENDIXES TO ARMED 
SERVICES PROCUREMENT REGU¬ 
LATION 

Defense Contract Financing 

The following section In the form of a 
cross-reference is added to Part 30: 

§30.3 Appendix E; Defense Conlraet 
f inancing Regulations. 

The regulations with respect to De¬ 
fense Contract Financing Regulations 
are contained in Part 82, Subchapter G, 
of this chapter. 1 

G. C. Bannerman. 
Director , Procurement Policy, 
Office of Assistant Secretary 
of Defense (Supply and 
Logistics ). 

October 20, 1959. 

IF.R. Doc. 69-8960; Filed. Oct. 22, 1959; 
8:48 a.m.] 


SUBCHAPTER G—DEFENSE CONTRACT 
FINANCING 


PART 82—DEFENSE CONTRACT 
FINANCING REGULATIONS 


Part 82 is revised to read as follows: 


Sec. 

82.1 

82.2 

823 

82.4 


Scope; financing defined. 
Purposes. 

Application. 

Implementation. 


833 

82.8 

82.7 

82.8 
82.9 


Subport A—Introduction 

Scope of subpart. 

Guaranteed loans; authority. 
Guaranteed loans; description. 
Advance payments; authority. 
Advance payments; description. 


'See FH, Doc. 59-8961, infra. 


Subpart B —Basic Policies 

82.13 Scope of subpart. 

82.14 Acceleration of payments. 

82.15 Timely action. 

82.16 Uniformity. 

82.17 Small business. 

82.18 Purpose of contract financing. 

82.19 Support of procurement; minimiz¬ 

ing monetary loss. 

82.20 Reasonable need. 

82.21 Working capital purposes. 

82.22 Order of preference. 

82.23 Financing not a handicap. 

82.23- 1 Non-indication of contract financ¬ 

ing need. 

82.24 Financial responsibility of con¬ 

tractors. 

82.24- 1 Small volume of work. 

82.24- 2 Large volume of work. 

82.24- 3 Unrealistic cost estimates. 

82.24- 4 Technical and engineering evalua¬ 

tion. 

82.24- 5 Importance of type of contract; 

development. 

82.24- 6 Engineering, production and pur¬ 

chase plans. 

82.26 Coordination before contract award. 

82.27 Financial information and analysis. 

82.28 Appropriate information; purposes. 

82.28- 1 Cash flow forecast, and estimated 

financial statements. 

82.28- 2 Realistic assumptions. 

82.28- 3 Estimated profit and loss statements 

and balance sheets. 

82.29 Termination financing. 

82.30 Report of adverse developments; 

prompt decisions. 

82.31 Reports. 

8232 Deviations; amendments. 

82.33 Interpretations. 

Subparf C—Guaranteed Loans 

82.34 Scope of subpart. 

82.35 Federal Reserve banks. 

82.36 Board of Governors of the Federal 

Reserve System. 

82.37 Procedure on application of a pri¬ 

vate financing institution. 

82.38 Loan guarantees to Federal Reserve 

banks. 

82.38-1 Other government agencies. 

82.39 Loan guarantees for terminated 

contracts. 
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Sec. 

82.40 Guaranteeing agency. 

82.40-1 Effect on preponderance of progress 

payments or denial ol certificate 
of eligibility. 

82.40 -2 Shirting of preponderance. 

82.41 100 percent guarantees. 

82.42 Asset formula. 

82.43 Amount and maturity of guaran¬ 

teed loans. 

82.44 Assignments of claims under con¬ 

tracts. 

82.45 Other collateral security. 

82.40 Contract surety bonds in relation 

to loan guarantees. 

82.47 Other borrowings. 

82 48 Eligibility certifications. 

82.43 Procedure for certificate of eligi¬ 
bility. 


Subpart D—Advance Payment* 


82.50 
82.50-1 

82.51 

82.52 

82.53 

82.54 
8^,55 

82.56 

82.57 

82.57- 1 

82.57- 2 

82.58 

82.59 

82.60 

82.61 

82.62 

82.62-1 

82.63 

82.64 

82.64 1 

82.64- 2 

82.65 

82.65- 1 

82.66 

82.67 

82.68 


Scope of subpart; references. 

Advance payments on subcontracts. 

Types of contracts that may have 
advance payments. 

Advance payments In addition to 
progress payments. 

Interest. 

Standards; amounts: need. 

Statutory requirements. 

Responsibility; delegation of au¬ 
thority. 

Public Law 85-804; formally adver¬ 
tised contracts. 

Special contract provisions. 
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Uses of advance payments. 

Standards for advance payment de¬ 
terminations; all contracts. 

Findings, determinations and au¬ 
thorization. 

Application for advance payment. 

Action by contracting officer; ap¬ 
proval. 

Action by contracting officer; dis¬ 
approval. 

Security; supervision; covenants. 

Forms of contract provisions and 
supplemental agreements. 

Forms of agreement for special 
bank account. 

Advance payment provisions. 

Pooled advance payments; general. 

Distinction between pool contracts 
and designated pool contracts. 

Advance payment pool agreements; 
special features. 

Liquidation; designated pool con¬ 
tracts; administering office. 

Pooled advance payments; under¬ 
standings. 


Subparl 

82.69 

82.69- 1 
82.63-2 

82.69- 3 

82.70 

82.71 
82.7l~i 

82.72 

82.72- 1 

82.72- 2 

82.72- 3 

82.72- 4 

82.73 


E—Progress Payments Based on Cosh 

Scope. 

References. 

Exclusions. 

Contract coverage. 

Percentage or stage of completion. 
General. 

Requests for proposals. 

Customary progress payments; 
standards. 

Applicability of percentages. 
Amendment to reduce percentages 
Indefinite quantity contracts. 
Administration. 

Formal Advertising; small businesf 
restricted advertising. 


Sec. 

82.73- 1 Progress payment provision in invi¬ 

tations for bids. 

82.73- 2 Small business restricted adver¬ 

tising. 

82.73- 3 Progress payments exclusively for 

small business. 

82.73- 4 Notice to bidders. 

82.73- 5 Total costs clause preferable. 

82.73- 6 Non-responsive bids; uninvited 

progress payment condition. 

82.74 Unusual progress payments; stand¬ 
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82.75 Accounting system and controls. 

82.76 Information required. 

82.77 Advance payments. 

82.78 Definitions. 

82.78- 1 Progress payments. 

82.78- 2 Customary progress payments. 

82.78- 3 Unusual progress payments. 

82.78- 4 Costs. 

82.78- 5 Incurred costs. 

82.78- 6 Unliquidated progress payments. 

82.78- 7 Contract price. 

82.78- 8 Amendments, supplements, and 

modifications. 

82.78- 9 Deviation. 

82.79 Contract clauses. 

82.79- 1 Total costs clause. 

82.79- 2 Direct labor and materials cost 

clause. 

82.79- 3 Schedule provision for progress pay¬ 

ments to subcontractors. 

82.80 General Instructions for progress 

payment clauses. 

82.80- 1 Contracting officer. 

82.80- 2 Variation in percentages. 

82.80- 3 Total cost basis; percentage other 

than 70 percent. 

82.80- 4 Limited cost basis; other per¬ 

centages. 

82.80- 5 Cost basis less than direct labor 

and material costs. 

82.80- 6 Other protective provisions. 

82.81 Progress payment liquidation. 

82.81- 1 Ordinary method. 

82.81- 2 Alternate method. 

82.81- 3 Liquidation percentages. 

82.82 Subcontracts. 

82.82- 1 Subcontractor progress payments. 

82.82- 2 Adaptation of uniform clause for 

subcontracts. 

82.83 Progress payments on subcontracts 

under cost-reimbursement types 
of prime contracts. 

82.84 Letter contracts. 

82.85 Transition. 

82.85- 1 Separate contracts. 

82.85- 2 Existing indefinite quantity con¬ 

tracts. 

82.85- 3 Supplements, amendments, and 

modifications; when new clause 
not required. 

82.85- 4 Supplements, amendments, and 

modifications; gradual operation 
of new clause. 

82.85- 5 Supplements, amendments, and 

modifications; concerning prog¬ 
ress payments. 

82.85- 6 Amendments reducing the rate of 

progress payments. 

82.86 Contract financing office clearance. 

82.87 Coordination. 

82.87- 1 Control lists. 

82.87- 2 Hold-up list. 

82.88 Contractor’s request. 

82.89 Audit. 

82.90 Administration; general. 

82.90- 1 Extent of supervision. 

82.90- 2 Use of progress payments by con¬ 

tractors. 

82.91 Adjustments; retroactive price re¬ 

duction; refunds. 

82.92 Maximum liquidated amount. 

82.92- 1 Quarterly statements ofi price re¬ 

vision contracts. 

82.93 Suspension or reduction of pay¬ 

ments, general. 

82.93- 1 Failure to comply with contract. 

82.93- 2 Unsatisfactory financial condition. 


Sec. 

82.93- 3 Excessive Inventory. 

82.93- 4 Delinquency in payment of costs of 

performance. 

82.93- 5 Fair value of undelivered work. 

82.93- 6 Erroneous cost estimates. 

82.94 Government title. 

82.94- 1 Loss, theft, destruction, or damage. 

82.94- 2 Government-furnished property. 

82.94- 3 Special tooling. 

82.94- 4 Termination for convenience of the 

Government. 

82.94- 5 Scrap; excess property. 

82.95 Consideration for progress pay¬ 

ments; awards. 

82.96 Amendments to provide progress 

payments. 

82.97 Consideration for amendments pro¬ 

viding for progress payments. 
Appendix I—V-loan guarantee agreement. 

Authority; $ § 82.1 to 82.97 issued under 
R. S. 161. sec. 2202. 70 Stat. 120; 5 U.S.C. 
22, 10 U.S.C. 2202. Interpret or apply sec. 
301, 702(d), 64 Stat. 800, 816, ns amended, 
secs. 2307, 7364, 70A Stat. 131, 455, as 
amended, sec. 1, 72 Stat. 972; 60 U.8.C. App. 
2091, 2152(d). 10 U.S.C. 2307, 7364, 50 U.S.C. 
1431, E.O. 10480, 18 FJt. 4939, 3 CFR, 1953 
Supp., E.O. 10789, 23 FR. 8807. 

§ 82.1 Scope; financing defined. 

This part covers the financing of con¬ 
tracts and subcontracts for the national 
defense. It is applicable to contract 
financing for all types of contracts for 
all kinds of work, supplies and services, 
except as provided in 8 82.69-2 or as 
otherwise indicated herein. The term 
“financing’' as used in this part covers 
Government guaranteed loans, advance 
payments and progress payments (not 
including partial payments for delivery 
of one or more completed units called for 
under a contract) necessary for both 
performance and termination purposes, 
to the extent authorized by law. 

§ 82.2 Purposes. 

This part Is intended to (a) state basic 
contract financing policy, (b) assure 
proper uniformity in policies procedures 
and forms, (c) provide for application of 
the fundamental management principle 
of internal check and balance, (d) insure 
that the need for advance or progress 
payments by contractors will not be 
treated as a handicap in awarding con¬ 
tracts, (e) facilitate and accelerate the 
making of progress payments requested 
by small business concerns under Gov¬ 
ernment contracts, and (f) emphasize 
the usefulness and desirability of pro¬ 
viding proper contract financing assist¬ 
ance to small business concerns. 

§ 82.3 Application. 

This part supersedes all regulations, 
directives, procedures and instructions 
inconsistent herewith, including the joint 
regulations dated December 17, 1956, is¬ 
sued as AR 715-6, NAVEXOS P-1006 
(NPD 31-001) and AFR 173-133. 

§ 82.4 Implementation. 

The content of this part shall be dis¬ 
tributed promptly to all personnel con¬ 
cerned with procurement and with 
contract financing, including contract¬ 
ing officers, for information and com¬ 
pliance. Copies of all implementing 
regulations, directives, procedures, and 
instructions, as issued from time to time 
within the Military Departments, at all 
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levels, shall be furnished promptly 
through channels to the Army Comp¬ 
troller, in the Department of the Army, 
the Assistant Comptroller, Accounting 
and Finance, in the Department of the 
Navy, and the Deputy for Contract Fi¬ 
nancing to the Assistant Secretary 
(Financial Management) in the Depart¬ 
ment of the Air Force, with an additional 
copy to be forwarded by those contract 
financing offices, respectively, to the As¬ 
sistant Secretary of Defense (Comptrol¬ 
ler). Changes and additions for this 
part will be developed within the Con¬ 
tract Finance Committee, in the manner 
contemplated by §§ 82.12-3 and 82.32. 

Subpart A—Introduction 
§ 82.5 Scope of subpart. 

This subpart describes the methods of 
contract financing by guaranteed loans, 
advance payments and progress pay¬ 
ments, and states basic authority and 
responsibilities. 

§ 82.6 Guaranteed loans; authority. 

(a) Under section 301(a) of the De¬ 
fense Production Act of 1950, as amend¬ 
ed. and section 301 of Executive Order 
No. 10480, the Department of the Army, 
the Department of the Navy, and the 
Department of the Air Force, among 
others, are designated as “guaranteeing 
agencies,” and authorized by section 302 
(a) of Executive Order No. 10480 “to 
guarantee in whole or in part any public 
or private financing institution (includ¬ 
ing any Federal Reserve Bank), by com¬ 
mitment to purchase, agreement to share 
losses, or otherwise, against loss of prin¬ 
cipal or interest on any loan • • • 
which may be made by such financing 
institution for the purpose of financing 
any contractor, subcontractor, or other 
person in connection with the perform¬ 
ance of any contract or other operation 
deemed by the guaranteeing agency to 
be necessary to expedite production and 
deliveries or services under Government 
contracts for the procurement of mate¬ 
rials or the performance of services for 
the national defense, or for the purpose 
of financing any contractor, subcon¬ 
tractor, or other person in connection 
with or in contemplation of the termi¬ 
nation, in the interest of the United 
States, of any contract made for the 
national defense.” 

(b) As defined in section 702(d) of the 
Defense Production Act of 1S50, as 
amended, “the term ‘national defense* 
means programs for military and atomic 
energy production or construction, mili¬ 
tary assistance to any foreign nation, 
stockpiling, and directly related ac¬ 
tivity.’* 

§ 02.7 Guaranteed loans: description. 

Guaranteed loans, usually called 
“V-loans ” are essentially the same as 
other loans made by financing institu¬ 
tions without guarantee, except that 
under a standard form of guarantee 
agreement the guaranteeing agency is 
obligated on demand of the lender to 
purchase a stated percentage of the loan 
and to share losses in the amount of the 
guaranteed percentage. Guaranteed 
loans afford an especially convenient 
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medium for financing borrowers who 
hold subcontracts, or numerous prime 
contracts, or prime contracts with sev¬ 
eral contracting agencies. Funds are 
disbursed and collected by the lending 
institution, and its personnel administer 
the loan. Government funds are not 
involved except for purchases of the 
guaranteed portion of loans or settlement 
of losses. 

§ 82.8 Advance payments; authority. 

Advance payments on all contracts are 
authorized in accordance with the pro¬ 
visions of 10 U.S.C. 2307. When appro¬ 
priate, advance payments are also au¬ 
thorized pursuant to the Act of August 
28, 1958 “to authorize the making, 
amendment and modification of con¬ 
tracts to facilitate the national defense** 
(Pub. Law 85-804. 72 Stat. 972), Execu¬ 
tive Order No. 10789, and Department of 
Defense Directive No. 7830.1. Navy ad¬ 
vance payments for salvage operations 
are also authorized by 10 U.S.C. 73G4. 

§ 82.9 Advance payments; description. 

Advance payments are advances of 
money, made by the Government to a 
contractor prior to, in anticipation of, 
and for the purpose of complete per¬ 
formance under a contract or contracts. 
Advance payments are made only to 
prime contractors. They are expected 
to be liquidated from payments due to 
the contractor incident to performance 
of contracts. Since they are not meas¬ 
ured by performance, they differ from 
partial, progress, or other payments 
made because of and on the basis of 
performance or part performance of a 
contract. Advance payments may be 
made to prime contractors for the pur¬ 
pose of making sub-advances to sub¬ 
contractors. 

§ 82.10 Progress payments; authority. 

Progress payments are authorized in 
accordance with the provisions of 10 
U.S.C. 2307. 

§ 82.11 Progress payments; description. 

The term “progress payments,” os used 
herein, signifies payments made as work 
progresses under a contract, upon the 
basis of costs incurred, of percentage of 
completion accomplished, or of a par¬ 
ticular stage of completion. As used in 
this part this term does not include pay¬ 
ments for partial deliveries accepted by 
the Government under a contract, or 
partial payments on contract termina¬ 
tion claims. 

§ 82.12 Responsibilities. 

Sections 82.12-1 to 82.12-3 set forth 
organization and responsibilities. 

§ 82.12-1 Organization. 

In terms of organization, the financing 
function should be separated from the 
procurement function, but close coopera¬ 
tion between the procurement and fi¬ 
nancing functions should be preserved 
at all times. Insofar as progress pay¬ 
ments are concerned, it is contemplated 
that contract financing officers will ordi¬ 
narily participate in the development of 
appropriate regulations and standard 
contract provisions designed to avoid un¬ 


due risk to the Government, but will 
otherwise participate only in specific 
cases involving policy questions or un¬ 
usual financial arrangements and con¬ 
ditions. 

§ 82.12-2 Resolution of disagreements 

If a disagreement arises between the 
financing office and the interested pro¬ 
curing activity in any Department as to 
whether, to what extent, or in what form, 
financing should be furnished, the mat¬ 
ter will be referred immediately to and 
resolved in the higher echelons of au¬ 
thority responsible respectively for fi¬ 
nancing and procurement functions, 
subject to any issue being resolved ulti¬ 
mately by the Secretary of the Depart¬ 
ment concerned. 

§ 82.12—3 Responsibility; a<lm inra¬ 

tion; Contract Finance Commit for. 

(a) The responsibility for insuring 
uniform administration of financing in 
accordance with directions shall be in 
the Assistant Secretary of Defense 
(Comptroller). Specific cases need not 
be referred to the Office of the Assistant 
Secretary (Comptroller), unless policy 
or important procedural problems are 
involved, and the day-to-day financing 
operations shall be the responsibility of 
the Military Departments. 

(b) Responsibility for financing in 
each Department shall be in the Under 
or Assistant Secretary responsible for 
the comptroller function, with the focal 
point of such activities at Departmental 
headquarters although contract financ¬ 
ing offices may be established at the 
operational level determined by that 
Department. 

(c) There shall be a Contract Finance 
Committee composed of a representative 
of the Assistant Secretary of Defense 
(Comptroller) as Chairman, a repre¬ 
sentative of the Assistant Secretary of 
Defense (Supply and Logistics) and two 
representatives of each Military Depart¬ 
ment (one representing procurement 
and one representing the contract 
finance office), which Committee shall 
meet upon call by the Chairman, upon 
his own initiative or when requested by 
a member of the Committee. This Com¬ 
mittee shall advise and assist the Assist¬ 
ant Secretary of Defense (Comptroller) 
in assuring proper and uniform applica¬ 
tion of policies and the development of 
procedures and forms, and may front 
time to time recommend to the Secre¬ 
tary of Defense through the Assistant 
Secretary of Defense (Comptroller) and 
the Assistant Secretary of Defense (Sup¬ 
ply and Logistics) such further polio 
directives on the subject of financing 
as may appear desirable. This Commit¬ 
tee shall be responsible also for tnc 
formulation, revision and promulgation 
of uniform regulations on contract 
financing (§ 82.32). For matters in¬ 
volving guaranteed loans, a representa¬ 
tive of the Board of Governors of tnc 
Federal Reserve System may be inj lte ^ 
to meet with the Committee. The Com¬ 
mittee also may from time to time seem 
the advice of representatives of otne. 
branches of the Government and otn 
persons and may invite such represent! - 
tives and persons to its meetings. 
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Subpart B—Basic Policies 

§02.13 Scope of subpart. 

This subpart sets forth basic policies 
applicable to guaranteed loans, advance 
payments, and progress payments. Poli¬ 
cies and procedures more particularly 
per* lining to the specific methods of 
contract financing are contained in the 
sections of this part relating to each 
method of financing. 

§ 82. 14 Acceleration of payments. 

Payments must be made promptly on 
all contracts when due. It is of contin¬ 
uing importance that there be accelera¬ 
tion of all proper payments earned 
by contractors, including progress 
payments. 

§ 82. 1 5 Timely action. 

In connection with requests for pro¬ 
vision of progress payments, advance 
payments, or loan guarantees, there 
must be timely action, no unwarranted 
delay, and no hesitation to make proper 
contract financing provisions. 

§ 82. 16 Uniformity. 

Uniform financing policies and, so far 
as practicable, uniform procedures and 
standard forms are to be used by the 
Military Departments and, to the extent 
mutually agreed upon by the Military 
Departments, facilities and personnel 
are to be used in common. 

§82.17 Small business. 

Immediate and continuing attention 
must be given at all levels to insure that 
constructive measures will be taken to 
facilitate and accelerate necessary con¬ 
tract financing assistance to small busi¬ 
ness concerns. Every reasonable effort 
must be made to assist small business 
concerns in the resolution of their prob¬ 
lems relative to the financing of contract 
Performance, including any cases in 
*hlch it may be reasonably necessary to 
increase the rate for progress payments 
and to assist them in understanding and 
complying with the requirements of per¬ 
formance as to payment forms, inspec¬ 
tion and cost accounting. However, the 
issuance of a certificate of competency 
by the Small Business Administration 
shall not be considered as a requirement 
that contract financing must be provided 
by a Military Department. 

§ 82.18 Purpose of contract financing. 

The providing of funds for payment of 
expenses of performance of contracts is 
ff 1 essential element of defense produc¬ 
tion. Contract financing is to be re¬ 
garded as a useful working tool that may 
** used to the benefit of the Govern- 
mtIU * * or nixing procurement by 
expediting performance of defense 
contracts and subcontracts. The con- 
ract financing system makes possible 
Production in volume that could not be 
^ccomplished otherwise. Prudent con- 
financing supports procurement 

u production and fosters the small 
fn !? eSS IX5licy by Providing necessary 
t0 su PP lement other funds avail- 
f ® t0 contractors for contract per¬ 
formance. 
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§ 82.19 Support of procurement; mini¬ 
mizing monetary loss. 

Financing must support procurement 
and should be designed to aid, not im¬ 
pede, essential procurement, but should 
be so administered as to avoid the risk 
of monetary loss to the Government to 
the extent compatible with aiding essen¬ 
tial procurement. 

§ 82.20 Reasonable need. 

Government financing for production 
or services should be provided only if. 
and to the extent, reasonably required 
for prompt and efficient performance of 
Government contracts and subcontracts. 

§ 82.21 Working capital purposes. 

(a) Guaranteed loans under section 
301 of the Defense Production Act of 
1950, as amended, will be used primarily 
for working capital purposes. Such 
guarantee authority will not be used for 
loans for facilities expansion. 

<b> It is not the intent of these regu¬ 
lations. however, to preclude guarantees 
in cases in which a relatively small part 
of the loan might be used for facilities 
expansion of a minor or incidental na¬ 
ture: Provided, That the borrower’s fi¬ 
nancial condition is such that the 
facilities expansion will not delay or 
impair repayment of a guaranteed loan 
which would be granted on a commercial 
banking basis. 

(c) Since advance payments and prog¬ 
ress payments should be self-liquidating 
from contract performance, they also 
will not be used to finance fixed asset 
acquisitions for contractor ownership. 

(d) These limitations are not intended 
to apply to contracts under which fa¬ 
cilities are being acquired for Govern¬ 
ment ownership. 

§ 82.22 Order of preference. 

In determining what form of financing 
shall be recommended or made available 
to suppliers, the following order of pref¬ 
erence generally should be observed, 
recognizing that there may be valid ex¬ 
ceptions in specific cases or classes of 
cases: 

(a) Private financing on reasonable 
terms (without governmental guaran¬ 
tee)—supplemented when reasonably 
necessary by Government financing to 
the extent reasonably required; 

(b) Customary progress payments, as 
described herein (§ 82.72) including 
progress payments incident to “Small 
Business Restricted Advertising” or inci¬ 
dent to procurement by formal advertis¬ 
ing, as authorized herein (§ 82.73) except 
that guaranteed loans may be preferable 
to customary progress payments when so 
indicated by a contractor and financing 
institution; or progress payments based 
on a percentage or stage of completion, 
confined to contracts for construction 
(§ 10.101-6 of this chapter), shipbuild¬ 
ing and ship conversion, alteration or 
repair; 

(c) Guaranteed loans (with financing 
institutions participating to an extent 
appropriate to the risk involved); 

(d) Unusual progress payments, as 
described herein (§ 82.74), not including 
contracts involving advance payments; 

(e) Advance payments (§ 82.58). 
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§ 82.23 Financing not a handicap. 

The need for advance payments or for 
progress payments or for a guaranteed 
loan (with reasonable percentage of 
guarantee) shall not be treated as a 
handicap in awarding contracts to those 
qualified contractors who are deemed 
competent and capable of satisfactory 
performance (§§ 1.903-1 and 2.406 of this 
chapter and §§ 82.24 and 82.25), The 
ability of the contractor to perform the 
contract, including the availability of 
money or credit necessary for perform¬ 
ance, must be reasonably assured in all 
cases. Awards which are otherwise prop¬ 
er must not be deterred by the necessity 
for providing reasonable contract fi¬ 
nancing. A contractor deemed reliable, 
competent, capable and otherwise re¬ 
sponsible. must not be regarded as any 
less responsible by reason of the need 
for reasonable contract financing pro¬ 
vided or guaranteed by a Military De¬ 
partment. Responsible personnel must 
endeavor to assure that full, proper and 
prudent use is made of contract financ¬ 
ing, in such ways that financial difficul¬ 
ties will not bring about delay or failure 
in performance or result in monetary 
losses to the Government. In selection 
of an appropriate method for provision 
of funds, contractors will not be ex¬ 
pected to seek or obtain loans or credit 
(a) at excessive interest rates or other 
exorbitant charges, or (b) from agencies 
of the Government outside the Depart¬ 
ment of Defense. 

§ 82.23—1 Non-indication of contract 
financing need. 

Before contract awards, contractors 
sometimes indicate that contract financ¬ 
ing by guaranteed loan, progress pay¬ 
ments or advance payments will not be 
required. In some of those cases, the 
need for such contract financing later 
arises, usually from changed circum¬ 
stances differing from those projected at 
the time of the award. The fact that 
a contractor did not indicate before 
award that he would require contract 
financing, or that he stated that he 
would not require such financing, does 
not disqualify the contractor for proper 
contract financing conforming to these 
regulations and should not be permitted 
to deter such financing. Each such case 
should be dealt with and decided on its 
merits, without giving weight to the con¬ 
tractor’s earlier error with regard to the 
need for contract financing. 

§ 82.24 Financial responsibility of con¬ 
tractors. 

Procuring activities in placing con¬ 
tracts must give due regard to the finan¬ 
cial capabilities of the supplier. Finan¬ 
cial difficulties encountered by contrac¬ 
tors and subcontractors may (a) disrupt 
production schedules, (b) cause wastage 
of manpower and materials, and (c) if 
connected with guaranteed loans, ad¬ 
vance payments, or progress payments, 
result in monetary loss to the Govern¬ 
ment. Also, if financial crises occur in 
the course of a contractor’s production, 
the need for continued production may 
make guaranteed loans or advance pay¬ 
ments imperative for continuance of 
such production, even though monetary 
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losses may be likely under the circum¬ 
stances. In order to reduce these haz¬ 
ards so far as possible, contracts should 
be entered into only with those poten¬ 
tial contractors who meet the require¬ 
ments of § 1.903-1, or § 2.406 of this 
chapter, and who have the financial ca¬ 
pacity or credit (giving due regard to 
the availability of progress payments, 
guaranteed loans, and advance pay¬ 
ments) , technical skill, management 
competence, and plant capacity and fa¬ 
cilities (including subcontracting capac¬ 
ity) reasonably to assure their ability to 
perform their contracts in accordance 
with their terms. Care should be taken 
also to the extent practicable to avoid 
the placement of additional contracts or 
subcontracts with contractors in situa¬ 
tions where additional contracts will 
overload the contractor’s production ca¬ 
pacity, overextend his financial resources 
and credit, and thus tend to interfere 
with timely performance of contracts on 
hand, and create need for additional 
contract financing arrangements, which 
may be impossible to establish on a pru¬ 
dent basis. In all cases, whether involv¬ 
ing formal advertising or negotiation, it 
must be determined that the contractor 
is financially and otherwise able to per¬ 
form the contract. In addition, consid¬ 
eration must be given to the judgment, 
skill, and integrity of the potential con¬ 
tractor, and to his reputation and ex¬ 
perience. including prior work of a 
similar nature done by him, and the 
other factors set forth in § 1.903-1, 
§ 2.406 or § 3.101 of this chapter, as ap¬ 
propriate. Persons placing subcontracts, 
at all levels of subcontracting, should be 
encouraged to apply these standards in 
placing subcontracts. Some practical 
examples of important points which 
should be kept in mind are set out below. 

§ 82.24—1 Small volume of work. 

Unduly small volume of work, in re¬ 
lation to amount of overhead expense, 
may result in losses to such extent as 
to interfere with or prevent perform¬ 
ance of contracts. The order backlog 
on hand and reasonably foreseeable 
should be sufficient to enable operations 
to continue at least through the contem¬ 
plated term of the contracts for which 
contract financing is being considered, 

§ 82.24—2 Large volume of work. 

Unduly large volume of work to be 
performed concurrently with a contract 
may result in insufficiency of cash or 
credit to support the work, or in delays 
or collapse on account of inadequacy of 
plant space, production equipment, en¬ 
gineering or production personnel, or 
unavailability of materials, parts or com¬ 
ponents. An apparently unduly large 
backlog may or may not be a deterrent, 
depending upon the relationship of the 
scheduling of all the work to the avail¬ 
able credit, facilities, personnel, suppliers 
and subcontractors. 

§ 82.24—3 Unrealistic cost estimates. 

Incompetence, carelessness, or over¬ 
optimism of management may cause or 
permit the making of bids or proposals 
for work involving techniques, processes 
or “know-how” on which the contractor 


RULES AND REGULATIONS 

has no sufficient experience. Such work 
may be for the end items under a Gov¬ 
ernment contract or for end items under 
other contracts (whether existing or 
prospective). In either case, unforeseen 
difficulties of performance and unantici¬ 
pated excess of costs over contract prices 
may prove ruinous. In such cases, the 
proposed price, or cost estimates, whether 
or not based on past performance and 
experience of qualified competent con¬ 
tractors for the same or similar kinds of 
end items, may be unrealistic for the 
inexperienced contractor and may make 
the company’s financial projections com¬ 
pletely unrealistic. Comparative bids 
or proposals by others are important and 
useful factors in evaluation of the ade¬ 
quacy or inadequacy of proposed prices. 
However, a proposed price that seems 
unduly low may in fact be founded 
solidly on superior efficiency or on the 
discovery of new and improved tech¬ 
niques or processes that will enable the 
contractor to perform at costs substan¬ 
tially less than those of other contractors. 

§ 82.24-4- Technical and engineering 
evaluation. 

While management and technical 
competence must be evaluated largely 
on the basis of past performance of man¬ 
agement and technical personnel, in 
doubtful cases financial forecasts can¬ 
not be analyzed adequately without the 
benefit of technical and engineering 
judgments based upon detailed scrutiny 
of the contractor’s production plans and 
contemplated processes in relation to the 
quantity and quality of available facili¬ 
ties and personnel. However, while 
inexperience of the contractor in pro¬ 
duction of a contemplated end item or 
similar kinds of end items is a danger 
signal requiring close collaboration of 
all personnel concerned with the various 
elements of contract awards and con¬ 
tract financing, close analysis of the 
facts may provide sound reasons for be¬ 
lief that the prospective contractor, with 
proper and prudent contract financing 
assistance, will be able to perform on 
terms and conditions, including price, 
beneficial to the Government. 

§ 82.24—5 Importance of type contract, 
development. 

The type of contract may constitute 
the dividing line for decision as to ability 
or inability to perform and the related 
question of the prudence or imprudence 
of providing contract financing. If the 
contemplated end items are essentially 
development items—whether or not the 
contract is labeled a development con¬ 
tract—a fixed-price type of contract, 
whether firm fixed-price, fixed-price 
with escalation or fixed-price subject to 
price revision with a ceiling, may prove 
impossible of performance within the 
contract price and may result in non¬ 
delivery of acceptable end items and in 
disaster to the contractor. Except for 
those contractors who are exceptionally 
strong financially, it is imperative in 
these cases that financial analysis and 
evaluation be based upon the closest pos¬ 
sible scrutiny by, and stated judgments 
of, qualified engineering and technical 
personnel with regard to the details and 


difficulties of performance and their re¬ 
lation to projected costs of the work. 

§ 82.24—6 Engineering, production, and 
purchase plans. 

Company plans may contemplate en¬ 
gineering costs, tooling costs, direct labor 
costs, or prices of materials, parts or 
components that are unduly low. Fi¬ 
nancial forecasts cannot be made intelli¬ 
gently or usefully without the benefit of 
careful and competent analysis of all 
significant elements of the engineering, 
production and purchasing aspects—by 
qualified technical personnel. Such 
analysis would need to evaluate the com¬ 
pany's estimated costs for each signifi¬ 
cant performance element against the 
probable costs to be encountered for all 
elements necessary for actual perform¬ 
ance. It may, for example, be foresee¬ 
able upon analysis that the company has 
materially underestimated the amount 
of engineering and testing necessary for 
completion of a satisfactory preproduc¬ 
tion model, or the quantity and quality 
of special tooling or other manufactur¬ 
ing aids that may be required for pro¬ 
duction of the end items, or the amount 
of direct labor that will be required, or 
the purchase prices of necessary mate¬ 
rials. parts or components. The com¬ 
pany may also have been in error as to 
the probable technical ability of con¬ 
templated subcontractors to provide 
acceptable parts or components. The 
company may even—in some cavses— be 
expecting to have significant portions of 
the work done by technically or finan¬ 
cially irresponsible subcontractors, some 
of whom may be affiliated with the con¬ 
tractor or related financially to the con¬ 
tractor’s ownership or management. 
All these elements, in appropriate cases, 
require analysis and evaluation by com¬ 
petent engineering and technical per¬ 
sonnel and bear upon the soundness or 
lack of soundness of the evaluations of 
financial capability and of the risks of 
monetary losses that would be involved 
in contract financing. 

§ 82.26 Coordination before contract 
award. 

For effective application of the prin¬ 
ciples stated in § 82.25, each purchasing 
office should be staffed with and use the 
services of persons qualified and com¬ 
petent to evaluate credit and financial 
problems, or each contracting officer 
should have available within his procur¬ 
ing activity, and should use the services 
of persons so qualified and competent to 
evaluate credit and financial problems. 
Among other things, the duties of suen 
persons would be to arrange, prior to 
contract awards, and so far as prac¬ 
ticable, prior to subcontract arrange¬ 
ments, that financing for performance 
of contemplated contracts and subcon¬ 
tracts is reasonably assured prior to o 
contemporaneously with the making o 

contracts. In those exceptional cases 

where there is substantial doubt that a 
prospective contractor has the 
capacity or credit resources essentl . a \ A j 
the performance of the contempt* 
contract, the interested procures a * 
tivity, after having determined that 
satisfactory alternative sources of supp 
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are readily available on terms equally as 
favorable to the Government, should, 
prior to placement of the contract, con¬ 
sult with the appropriate contract 
financing office of the interested Depart¬ 
ment, to determine whether financing 
can prudently be arranged. These con¬ 
tract financing offices are the Army 
Comptroller, in the Department of the 
Army, the Assistant Comptroller, Ac¬ 
counting and Finance, in the Depart¬ 
ment of the Navy, and the Deputy for 
Contract Financing to the Assistant 
Secretary (Financial Management), of 
the Air Force. In such consultation it 
should be resolved, if placement of the 
contract is deemed beneficial to the in¬ 
terests of the Government, whether and 
by what means financing should be 
provided. 


§ 82.27 Financial information and 

analysis. 

(a) The necessity for financial infor¬ 
mation and analysis, and the scope, 
depth and detail of analysis of the finan¬ 
cial capability of contractors, for con¬ 
tract financing purposes, must vary 
reasonably with the circumstances of 
particular cases. The extent of accumu¬ 
lation of data, and the evaluation 
thereof, must necessarily be determined 
by the informed judgment of competent, 
responsible personnel. Essentially, this 
process must be neither over-done nor 
under-done. For example, financial 
analysis would serve no useful purpose 
in connection with provision of custom¬ 
ary progress payments (1) for contrac¬ 
tors who are known from experience to 
be so strong and so competently man¬ 
aged as to be fairly relied upon to per¬ 
form their contracts satisfactorily, or 
J2) for contractors who are known to be 
m satisfactory financial condition and 
operating profitably, where the items in¬ 
volved are regularly produced by the 
contractor and the contract amounts are 
^ell within the normal sales volume of 
the contractor. In such cases, the finan¬ 
ced evaluation might well consist of no 
more than scrutiny of readily available 
Puoli ihed balance sheets and operating 
statements, in doubtful cases, the 
^ancial analysis would have to be as 
proad. and as meticulously and pains- 
tamn ly detailed, as is necessary to fit 
jae circumstances of the case. The ob- 
rnrng of information relevant to finan- 
ai capability, and the analysis and 
raper evaluation of that data, are of 
particular importance where (1) the 
riiH ractor is a new supplier to the pro- 
activity , or (2) the contractor has 
the itera or a substantially 
tem to the Procuring activity 
(3) tv tbc precediri £ twelve months, or 
Con J e contractor is a newly organized 
or (4) the contractor is on a list 
‘equjrmg pre-award clearances or spe- 

c m ^' an . Ce prior t0 awards, or (5) the 
uiractor is on any current list indlcat- 

deiinn lrent or past contract defaults or 
j^nquencles, or <6> the contractor is 
diffiMiitt be involved in performance 
for hH . i as a su PPlier or subcontractor 
oiem cu stomers on either Govern- 

co»wl c T?“ erclal work - or < 7 > the 

list n'' C ^ 0r .- S lis ted on the consolidated 
enui)«n C .° n ^ actors todebted to the Gov- 
nUnent (Hold-Up List), or (8) there 


are any known facts or circumstances 
which support reasonable doubts as to 
the contractor's financial capability of 
performance. 

(b) When only minimum information 
is reasonably necessafy, such as a cur¬ 
rent balance sheet and operating state¬ 
ment and similar financial statements 
for the next preceding fiscal year, these 
may be either published statements, 
audited statements, certified statements, 
or any combination of those, from any 
convenient source. 

§ 82.28 Appropriate information; pur¬ 
poses. 

The kinds of information and data 
that may be appropriate under the cir¬ 
cumstances of particular cases (§ 82.27) 
for adequate disclosure of the contrac¬ 
tor’s financial condition, for full under¬ 
standing of the propriety and reasonable 
necessity for contract financing, for 
evaluation of the contractor's ability to 
perform its contracts without loss to the 
Government, and for informed judg¬ 
ment with regard to the terms, condi¬ 
tions and protective provisions that may 
be appropriate and prudent for the pro¬ 
tection of the Government, are outlined 
below. It is emphasized that only those 
items which are appropriate to the par¬ 
ticular case will be required. 

(a) Balance sheet and profit and loss 
statement for the most recent fiscal year 
prepared and certified by an independ¬ 
ent public accountant (including his 
comments, if any), and. if available, 
similar financial data for the two pre¬ 
vious years; also latest available interim 
balance sheet and profit and loss state¬ 
ment of the current fiscal year; also a 
separate statement of amounts of de¬ 
fense and commercial sales. If audit 
reports are not available, then corre¬ 
sponding statements should be sub¬ 
mitted, certified by an authorized officer, 
partner, or individual proprietor as truly 
and fully setting forth the financial con¬ 
dition and operating results of the appli¬ 
cant; also, if a proprietorship, partner¬ 
ship or joint venture, personal financial 
statements of proprietor, partners, or 
members of joint venture and descrip¬ 
tion of individual liabilities of partners 
or members of joint venture on contracts 
of partnership or joint venture; 

(b) Summary history of contractor 
and its principal management person¬ 
nel, indicating particularly any past 
insolvencies of the contractor or a pred¬ 
ecessor or of the officers, partners, or 
proprietors; also a description of its 
products or services; 

(c) Statement of all affiliates of the 
contractor, showing financial interests 
of the contractor in affiliates and of 
affiliates in the contractor, and also 
mutual officers, directors, and major 
stockholders or owners, and disclosing 
character and amount of business trans¬ 
actions with affiliates or with officers, 
directors, major stockholders or owners 
of the contractor or its affiliates; also, 
if a corporation, list of major stock¬ 
holders, and shares held; 

(d) Statement of compensation pay¬ 
able to each officer, partner, proprietor, 
and principal executive, and to each key 
employee receiving comparable compen¬ 
sation, including bonus, commission, and 


profit-sharing arrangements, together 
with similar data for the past two years; 
also past and projected dividends, unless 
obtained with paragraph (a) of this 
section; 

(e) Schedule of principal contracts 
and orders on hand, showing defense 
orders and civilian orders separately, 
and showing face amounts, unfinished 
amounts, and unliquidated advance or 
progress payments, and also indicating 
bids outstanding and contemplated and 
explanation concerning contracts under 
negotiation; 

(f) Cash forecast, showing estimated 
disbursements and receipts for the period 
or periods involved (see §§ 82.28-1 and 
82.28-2); 

(g) Estimated profit and loss state¬ 
ments and estimated balance sheets (see 
§ 82.28-3); 

(h) Comparison of past financial re¬ 
sults with estimates previously furnished 
by the contractor; 

<i) Credit agency ratings of the con¬ 
tractor. and, when significant, credit 
agency ratings of principal subcontrac¬ 
tors and of principal business customers 
(defense and commercial) of the con¬ 
tractor; 

(J) Existing and contemplated credit 
or financing arrangements, names of 
parties and relationship, if any, to con¬ 
tractor, amounts available or to be avail¬ 
able, periods of availability, and required 
or contemplated payments, including 

(1) loans and credits, (2) advances and 
progress payments, (3) projected equity 
capital increases, (4) deferred trade 
credit, if any, (5) creditor subordinations 
or standbys, and (6) mortgages, liens, 
pledges, assignments, conditional sales, 
lease-purchases, hypothecations, and 
other encumbrances or security arrange¬ 
ments, both existing and contemplated; 

(k) Status of all tax accounts, par¬ 
ticularly federal income, excise, and 
withholding taxes, and social security 
taxes or contributions (including verifi¬ 
cation with Internal Revenue Service, 
when appropriate) with special attention 
to the matter of federal tax delinquen¬ 
cies (which are covered by the lien and 
right of distraint and levy provided by 
sections 6321 and 6331 of the Internal 
Revenue Code); 

(l) Appropriate information, explana¬ 
tion and schedules to indicate (1) leases, 
deferred purchase arrangements, and 
patent or royalty arrangements, outlin¬ 
ing terms and showing relationship, if 
any, of other parties to the contractor, 

(2) insurance maintained and to be 
maintained, (3) contemplated capital 
expenditures, debt reduction or retire¬ 
ment. and acquisitions of capital stock, 
(4) delinquencies on contracts, subcon¬ 
tracts or purchase orders, and status 
thereof, (5) pending or anticipated lia¬ 
bility for contract price refunds, or for 
renegotiation, or for other Government 
claims, (6) anticipated losses on con¬ 
tracts, (7) contingent liabilities, includ¬ 
ing those on endorsements, guarantees, 
warranties, surety bonds, and material 
litigation pending or threatened, (8) ag¬ 
ing and collectibility of accounts and 
notes receivable, status of disputed re¬ 
ceivables, identification of any amounts 
included in receivables but not currently 
due and payable, (9) obsolescence of in- 
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ventory and method of valuing inventory, 
(10) aging of accounts and notes payable, 
identifying major creditors and interest 
rates and other charges, if any, and 
status of significant disputed items, (11) 
adequacy of reserves for depreciation, 
(12) analysis of surplus; 

(m) Significant ratios such as (1) in¬ 
ventory to annual sales, (2) inventory 
to current assets, (3) liquid assets to cur¬ 
rent assets, (4) liquid assets to current 
liabilities. (5) current assets to current 
liabilities, and (6) net worth to debt; 

(n) Comments and opinion of audit 
agency concerning contractor’s account¬ 
ing system and controls, and available 
audit agency analysis of important ele¬ 
ments of financial statements or 
projections; 

(o) Other facts that may be appro¬ 
priate for the purposes stated at the 
beginning of this section. See §§ 82.24-1 
to 82.25-6. 

§ 82.28—1 Cash flow forerasl, and esti¬ 
mated financial statements. 

In doubtful cases, an estimated cash 
budget (Cash Flow Forecast) and related 
estimated Profit and Loss Statements and 
estimated Balance Sheets prepared by 
the contractor, will be very useful for the 
purpose of arriving at an informed 
judgment as to the cash requirements 
(both for the contract and for the con¬ 
tractor’s other activities), cash receipts 
for the contract period, and cash or 
credit needed to supply any excess of 
projected expenditures over projected 
receipts. When considered useful or 
necessary, such estimates should be re¬ 
quested from the prospective contractor, 
analyzed by financial personnel, and dis¬ 
cussed to the extent necessary or appro¬ 
priate with the prospective contractor. 
Many contractors will have such projec¬ 
tions readily available, perhaps not in¬ 
cluding estimated balance sheets. The 
failure of the contractor to have pre¬ 
pared such estimates, or resistance to 
their preparation, or difficulties and 
delays in preparation, or poor quality of 
the projections, or the use of unreason¬ 
able or unrealistic assumptions in their 
preparation, may well constitute warning 
signals that the company’s planning has 
been insufficient and that significant 
financial troubles may be encountered 
during the contemplated period of con¬ 
tract performance. 

§ 82.28-2 Realistic assumptions. 

Cash forecasts can, of course, be no 
more reliable and representative of prob¬ 
able financial developments than the as¬ 
sumptions on which these forecasts are 
based. Each cash forecast and related 
projection should disclose the important 
underlying assumptions. Most impor¬ 
tant of these assumptions are the; 

(a) Estimated amounts and timing of 
purchases of materials, parts, compo¬ 
nents, sub-assemblies, services, and pay¬ 
ments therefor; 

(b) Estimated amounts and timing of 
purchases of machinery and equipment, 
other production or test facilities, other 
fixed assets, and purchases or production 
of special tooling, and payments therefor; 

(c) Schedule of fixed cash charges, 
such as debt installments, interest, 
rentals and taxes; 


(d) Projected manufacturing and pro¬ 
duction schedules; 

(e) Projected shipments, or delivery 
acceptances; 

(f) Estimated amounts and timing of 
billings to customers (including progress 
payments), and customer payments; 

(g) Estimated amounts and timing of 
cash receipts from lenders or other credit 
sources, and liquidation of loans; and 

(h) Estimated amounts and timing of 
cash receipts from other sources. 

The assumptions underlying cash fore¬ 
casts should be checked for reasonable¬ 
ness and realism—with the contractor. 
Government personnel responsible in the 
areas of engineering, production sched¬ 
uling, cost and price analysis, and with 
others (including prospective supply, 
subcontract, and loan or credit 
sources)—as may be prudent in the 
circumstances of the case. 


§ 82.28-3 Estimated profit and low 
statements and balance sheets. 

(a) The cash budget or cash forecast 
does not show anticipated profit or loss, 
and is limited to the forecast of move¬ 
ments within a company’s cash account. 
The concurrent submission of an esti¬ 
mated profit and loss statement cover¬ 
ing the same period serves to tie in the 
anticipated cash transactions with the 
estimated sales and expense activity, and 
culminates in the estimated balance 
sheet position. The estimated profit and 
loss statement also can serve as a guide 
for evaluating the company’s projections 
with respect to sales volume, cost of floods 
sold, gross profit and net profit in rela¬ 
tion to the known results of past per¬ 
formance. 

(b) The Inter-relationship between 
the cash budget, estimated profit and loss 
statement and estimated balance sheet, 
covering a given period, is illustrated in 
charts 1 and 2: 


chart no. i 

Projection of Financial Statements 


Profits and Tam Project ton 

Net Sales......... 

Materials used___ 

tet mo. 

2 d mo. 

3d mo. 

Totals 

123 




42 

31 

32 





Manufacturing exp........................_................ 

Cost of goods sold_............_.... 

105 




Cross profit.. ___...._ 

18 

10 




O & \ exp...-. 

Operating profit............ 

8 

4 




Income tax provision... 

Net profit... 

4 




• • • 

Cash Projection 

hnlanee fopcninpl_ __ 

• 

78 

112 

30 

100 

m 

♦ 

• 

mllN'tions .. _ __ _ _ 

Progress payments received.... 

Bunk loan proceeds... 

Total proceeds..... 

320 




Trade payables paid..................___ 

76 

31 

35 

9 

2 

4 

11 

24 

66 




Direct labor paid........_..._...........____ 

M anufacturing exp. paid....— 

fl 4 a exp. paid........_.........._........ 

Payment on lone term debt.... 

Fixed asset addition_____ ........... 

Income taxes paid . ................___...... 

Progress payments repaid.....—-- 

Bank loan re payment........ 

Total disbursements..... 

258 




Cash balance (closing).. 

62 



* 

• • 

Balance Sheet Projection 

Assets: 

Cash_..._......_..._-_..... 

# 

Beginning 

188 

306 

• 

62 

199 

808 

• 

• 

Receivables.- - 

Inventory------—— 

Current assets_........_... 

672 

63 

27 

569 

56 

25 




Fixed assets (net)..... 

Deferred churges.....—. 

Total assets.-.— 

652 

650 




Liabilities: 

Notes payable-banks........- 

Progress payments outstanding___ 

Trade payables...-.. 

Income tax...-. 

Accruals...—.... 

150 

56 

102 

45 

30 

184 

02 

71 

33 

24 



Current liabilities.... 

Long term debt...... 

Capital stock_................. 

383 

62 

153 

64 

379 

60 

153 

58 



Surplus...-. 

Total liabilities and net worth.. 

652 

660 



Working capital.... 

189 

190 





1 
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OIART NO. 2 


iNTHR-EKLATIONSinr OF PROJECTION OF FINANCIAL STATEMENTS 



Bal 

sheet 

Cash flow 

Profit and loss 

Bal 

sheet 

Net 


(be¬ 

gin¬ 

ning) 

DR 

CR 

DR 

CR 

(end¬ 

ing) 

chang¬ 

es 

A**'- 

78 


16 



62 

(10) 


188 


112 

123 


100 

n 

Inventory _ 

30ft 


(Purchases.45 

Dir. labor and 
mfg. exp. 

, incurred_02 

42 Mat. used..l J 

31 Dir. labor.. > c. 

308 

2 




32 Mfg. exp...) 


C orient assets. 

572 


128 

230 

105. 

589 

(3) 

3 

Fli' I assets__ 

53 

-- 

1 Depr. (G & A)_ 

56 

Def* rrai charges.. 

27 




2 G <v A exp_ 

25 

(2) 




lota] assets-.. 

652 

4 

128 

230 

ins 

650 

(2) 



liabilities: 

Not • payable- 

banks. 

Progress payments. 

Thim- payables _ 

Income t ax _ 

150 

66 

100 



184 

81 

56 

24 

30 



62 

C 

102 

7ft 


45 Purchases. 

71 

(31) 

(7) 

(6) 

45 

11 



4 

38 

• 24 

Accruals _ 

30 

-3 fDir. labor...31 

H <Mfg. exp_35 

lG&Aexp._.0 

l 


82 Dir. labor and_ 

mfg exp.. 



1 . 


incurred_.... 

7 Odtf A exp. 











Current lift* 

383 

252 

130 


118. 

370 

(4) 

(2) 

unities. 

Lorn 1 , term debt_ 

G2 

2 



60 

Capital stock..... 

153 





153 

Surplus _.... 

54 




4. 

58 

4 







Total liabili¬ 

652 

251 

130 


122 . 

050 

(2) 

ties and net 

worth. 




§ 82.29 Termination financing. 

It is recognized that adequate protec¬ 
tion against the financial impact of ter¬ 
mination of Government contracts and 
subcontracts should encourage suppliers 
to invest their own funds in performance 
under such contracts and that financing 
for termination purposes will be an im¬ 
portant aid to ultimate reconversion of 
industry to peacetime activities. Ac¬ 
cordingly, termination financing may be 
made available, with appropriate pro¬ 
tection of the Government’s interest, 
cither in connection with or independ¬ 
ently of performance financing. 

§ 82.30 Report of adverse develop¬ 
ments; prompt decisions. 

When materially adverse developments 
concerning a borrower having a guaran¬ 
teed loan, or concerning a contractor 
having advance payments or progress 
Payments, become known to a procuring 
activity, pertinent facts, including report 
of remedial or protective action taken or 
Proposed, should be reported by the pro- 
J™* activity to the contract financing 
°mce of the Department principally con¬ 
cerned with the contract financing, so 
that timely appropriate protective or 
remedial action may be taken by coordi¬ 
nated action of all concerned. However, 
the filing of such reports shall not relieve 
the personnel responsible for adminis¬ 
tration of the contract from taking such 
action as is deemed proper, prudent, and 
beneficial to the Government. When 
tnere are reasons to doubt the prudence 
* continuing progress payments or ad- 
jance payments in cases involving per- 
ormance difficulties or financial deterio- 
ation. decision must be made promptly 
with proper regard to the harmful 
ects of delay on the continued opera- 
on of the contractors concerned. 

No. 208 - 2 


§ 82.31 Reports. 

Each Department shall submit reports 
of financing activities at such times and 
in such form as may be prescribed or ap¬ 
proved by the Assistant Secretary of De¬ 
fense (Comptroller). 

§82.32 Deviations; amendments. 

Actions in the exercise of the judg¬ 
ment and discretion allowed by these 
regulations are not deviations. Actions 
contrary to or inconsistent with or vary¬ 
ing from these regulations w T ould be 
deviations. Deviations will be permitted 
only when necessary in exceptional cir¬ 
cumstances. after (a) the proposed de¬ 
viation has been presented to the Con¬ 
tract Finance Committee, (b) the 
recommendations of that Committee 
have been obtained, and (c) the approval 
of the Assistant Secretary of Defense 
(Comptroller) or his designated repre¬ 
sentative has been given. The above 
procedure will be followed also for 
amendments to these regulations. (See 
§ 82.4.) The provisions of Subchap¬ 
ter A pertaining to deviations (§§ 1.109-2 
and 1.109-3 of this chapter) and to 
amendments (§ 1.105 of this chapter) do 
not apply to these contract financing 
regulations. 

§ 82.33 Interpretations. 

It is important that this part and the 
clauses set forth herein be applied 
fairly and uniformly for all contractors. 
When a serious question of interpreta¬ 
tion or application of this part arises 
within a procuring activity, and is re¬ 
garded as being of general importance, 
if the circumstances reasonably permit 
the obtaining of an advance opinion on 
the question from Departmental head¬ 
quarters, the question should be pre¬ 
sented, through procurement channels, to 


the procurement policy office of the De¬ 
partment primarily interested, namely, 
the Deputy Chief of Staff for Logistics, 
Office of Naval Material, or Deputy Chief 
of Staff/'Materiel. If the circumstances 
do not reasonably permit request for ad¬ 
vance opinion, report of an interpreta¬ 
tion made (if regarded as important and 
of general interest for uniform applica¬ 
tion or interpretation of these regula¬ 
tions) should be made to the appropriate 
one of the procurement policy offices 
mentioned. Those are expected to take 
appropriate and timely action to obtain 
the views of interested offices of the 
other Departments, including the con¬ 
tract financing offices (§ 82.26). When 
questions submitted are considered to be 
of importance in the general interest of 
uniformity and of fair and effective ad¬ 
ministration of this part, appropriate re¬ 
vision of this part, will be considered in 
the manner outlined in § 82.4. In periods 
between any amendments of this part, 
it is contemplated that information on 
important interpretations of general 
interest, reported to or made at Depart¬ 
mental headquarters, will be made avail¬ 
able to procuring activities for dissemi¬ 
nation to interested purchasing offices. 

Subpart C—Guaranteed Loans 

§ 82.31 Scope of subpart. 

This subpart covers the policies, or¬ 
ganization, and procedure particularly 
applicable to guaranteed loans. 

§ 82.35 Federal Reserve banks. 

Under section 302(b) of Executive 
Order No. 10480. pursuant to section 
301(b) of the Defense Production Act of 
1950, as amended, each Federal Reserve 
Bank is designated and authorized to act, 
on behalf of each guaranteeing agency, 
as fiscal agent of the United States in 
the making of contracts of guarantee and 
in otherwise carrying out the purposes 
of section 301 of the Defense Production 
Act of 1950, as amended, in respect of 
private financing institutions. Pursuant 
to Regulation V of the Board of Gov¬ 
ernors of the Federal Reserve System, 
any private financing institution may 
submit to the Federal Reserve Bank of 
its district an application for guarantee 
of a loan or credit. This application is 
in substantially standard form, as ap¬ 
proved by the Board of Governors of the 
Federal Reserve System, after consul¬ 
tation with the guaranteeing agencies. 
Forms of application, and information 
and guidance concerning applications, 
are available at all Federal Reserve 
Banks. 

§ 82.36 Board of Governors of ihe Fed¬ 
eral Reserve System. 

Under section 302(c) of Executive 
Order No. 10480, all actions and opera¬ 
tions of Federal Reserve Banks, as fiscal 
agents, are subject to the supervision of 
the Board of Governors of the Federal 
Reserve System (hereinafter referred to 
as “Federal Reserve Board”). The Fed¬ 
eral Reserve Board is authorized, after 
consultation with the heads of the guar¬ 
anteeing agencies, (a) to prescribe such 
regulations governing the actions and 
operations of fiscal agents as it may 
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deem necessary, (b) to prescribe, either 
specifically or by maximum limits or 
otherwise, rates of interest, guarantee 
and commitment fees, and other charges 
which may be made in connection with 
loans, discounts, advances, or commit¬ 
ments guaranteed by the guaranteeing 
agencies through such fiscal agents, and 
(c) to prescribe regulations governing 
the forms and procedures (which shall be 
uniform to the extent practicable) to be 
utilized in connection with such 
guarantees. 

§ 82.37 Procedure on application of a 
private financing institution. 

A defense contractor or subcontractor 
(at any level) or supplier, who requires 
operating funds may apply to the private 
financing institution selected by him, for 
the necessary loan or revolving credit, 
and furnish necessary information to the 
financing institution. If the financing 
institution is willing to extend credit, 
but considers Government guarantee 
necessary, it may file application for 
guarantee with the Federal Reserve Bank 
of its district. The Federal Reserve Bank 
promptly submits copy of the application 
to the Federal Reserve Board listing de¬ 
fense contracts, for transmittal to the 
interested guaranteeing agency, so that 
determination may be made as to eligi¬ 
bility of the prospective borrower. For 
the purpose of expediting, the Federal 
Reserve Bank may also, pursuant to gen¬ 
eral instructions of the guaranteeing 
agencies, submit schedules of defense 
contracts,to the interested contracting 
officers, who are expected at once to take 
appropriate steps for determination of 
eligibility, and to submit their findings 
and report, including certificate of eligi¬ 
bility where appropriate, to the desig¬ 
nated central procurement office, or 
contract financing office as the case may 
be, within the guaranteeing agency. 
Concurrently with the process for deter¬ 
mination of eligibility, the Federal Re¬ 
serve Bank makes any necessary credit 
investigation, to the extent and in the 
manner that it considers investigation or 
verification appropriate to supplement 
information furnished by the applicant 
financing institution, all with a view to 
expediting necessary defense financing 
in such a way as to afford the best rea¬ 
sonable protection against monetary loss. 
The report and recommendation of the 
Federal Reserve Bank arc sent to the 
Federal Reserve Board, which transmits 
them to the interested guaranteeing 
agency, in Washington. If the applica¬ 
tion is approved on such terms and con¬ 
ditions as may be deemed appropriate 
by the responsible officer or official within 
the guaranteeing agency, the guarantee¬ 
ing agency then authorizes the Federal 
Reserve Bank, by standard form of au¬ 
thorization transmitted through the 
Federal Reserve Board, to execute and 
deliver to the financing institution a 
standard form of guarantee agreement, 
with the terms and conditions approved 
for the particular case. The Federal 
Reserve Bank, as fiscal agent for the 
guaranteeing agency, then issues the 
guarantee to the financing institution 
which makes the loan. Substantially 
the same procedure may be followed on 
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application for guarantee of loans to be 
made to a potential defense contractor 
who is actively negotiating or bidding 
for defense business, except that the 
guarantee is not authorized until the 
prospective defense contract has been 
executed. 

§ 82.38 Lean guarantees to Federal Re¬ 
serve Banks. 

The Defense Production Act of 1S50, 
as amended, and Executive Order No. 
10480 also authorize guarantees for loans 
made or participated in by Federal Re¬ 
serve Banks. The procedure outlined in 
§ 82.37 applies also to loan guarantees 
where a Federal Reserve Bank is making 
or participating in the loan, except that 
in such cases the interested Federal Re¬ 
serve Bank, as a financing institution, 
does hot act as fiscal agent, and w’hen 
approved, the guarantee agreement is 
executed by an official of the guarantee¬ 
ing agency. 

§ 82.38—1 Other Government agencies. 

Loan guarantees are not issued to 
other departments or agencies of the 
Government. 

§ 82.39 Loan guarantees for terminated 
contracts. 

(a) Guaranteed loans ordinarily pro¬ 
vide for financing based on the bor¬ 
rower’s recoverable investment in de¬ 
fense production contracts, including 
those contracts which have been termi¬ 
nated for the convenience of the Gov¬ 
ernment. Guaranteed loans also may be 
established after total or partial termi¬ 
nation of contracts for the convenience 
of the Government, or before such 
termination when it is known that ter¬ 
mination of particular contracts for the 
convenience of the Government is about 
to occur. Such guaranteed loans are ex¬ 
pected to provide necessary financing 
pending termination settlements and 
payments, and also to provide any funds 
necessary for continuing performance of 
defense production contracts that are 
eligible for financing under the guaran¬ 
teed loan. 

(b) The procedure on applications for 
such guarantees will be substantially the 
same as that outlined in § 82.37, except 
that certificates of eligibility (§§ 82.48 to 
82.49(k>) will not be required for con¬ 
tracts which have been wholly termi¬ 
nated, nor for the terminated portion of 
contracts which have been partially 
terminated. It is of course expected 
that necessary precautions, appropriate 
to the circumstances of individual cases, 
will be taken, as in other cases, to avoid 
losses and to cause such loans to be self- 
liquidating from the proceeds of defense 
production contracts. This type of loan 
guarantee, intended primarily for con¬ 
tract termination financing, is not pro¬ 
vided before the imminence of particular 
contract terminations, for the reasons 
outlined in § 82.47(b). Further reasons 
include the difficulty of determining 
whether contract terminations will occur 
in the future and will require guaranteed 
loan financing, and the expense and ad¬ 
ministrative burden that would be in¬ 
volved in establishing commitments 
which may in fact never be used. 


§82.40 Guaranteeing agency. 

The guaranteeing agencies which have 
been designated under section 301 of the 
Defense Production Act of 1950, as 
amended, are the Departments of the 
Army, Navy, Air Force, Agriculture, 
Commerce and Interior. General Serv¬ 
ices Administration, and Atomic Energy 
Commission. All of the guaranteeing 
agencies have concurred in the following 
policy: 

Where a prospective borrower under a 
V-loan has defense contracts or subcontracts 
In which more than one of the guaranteeing 
agencies are interested, the guaranteeing 
agency In such case will be in general that 
agency which, as of the time of the applica¬ 
tion for the guarantee, has the preponder¬ 
ance of Interest in such contracts and 
subcontracts on the basis of the dollar 
amount of the prospective borrower's un¬ 
filled and unpaid balances of such contracts 
and subcontracts and estimated claims under 
terminated contracts (exclusive of contracts 
with advance payments, if such advance pay¬ 
ments are not to be liquidated by the pro¬ 
posed guaranteed loan). If the application 
is approved and a guarantee agreement is 
executed on behalf of such agency having 
the preponderance of interest, that agency 
will bear all losses and expenses and receive 
all revenues under such guarantee without 
allocation to other agencies of the Govern¬ 
ment. In this connection, among the Mili¬ 
tary Departments, single service procure¬ 
ment contracts are deemed those of the pur¬ 
chasing department. 

§ 82.48—1 Effect on preponderance of 
progress payments or denial of cer¬ 
tificate of eligibility. 

Among the Military Departments, the 
determination of preponderance of in¬ 
terest, under § 82.40, is made without 
regard to the existence of progress pay¬ 
ments op particular contracts, and with¬ 
out regard to the issuance or nonissuance 
of certificates of eligibility on particular 
contracts. 

§ 82.40-2 Shifting of preponderance. 

During the course of a guaranteed 
loan, preponderance of interest in the 
borrower’s defense production contracts 
may shift from one of the Military De¬ 
partments, as guaranteeing agency, to 
another Military Department. When 
such preponderance has shifted mate¬ 
rially so that substantial preponderance 
is in one of the Military Departments 
other than the guaranteeing agency, 
action on requests for increases in the 
amount of guaranteed loans, and on re¬ 
quests for extensions of maturity for a 
period of more than six months, ordi¬ 
narily will be taken by the Military De¬ 
partment then having such preponder¬ 
ance of interest, However, in the above 
situation, action wdll be taken by the 
Military Department which has guaran¬ 
teed the loan, if the loan is in distress, 
with fairly foreseeable losses, and the re¬ 
quested extension or increase is for the 
purpose of orderly liquidation of tne 
loan in a manner designed to reduce tn e 
amount of the loss. If such a loan is 
not in distress, and losses are not fairly 
foreseeable, and the greater part of the 
borrower’s defense production contracts 
are determined to be eligible for a con¬ 
tinuing guaranteed loan, and the circum¬ 
stances of the case are such that favor- 
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able action would have been taken by the 
then guaranteeing agency if it had re¬ 
mained preponderantly interested in the 
borrower’s defense production contracts, 
similar favorable action will be taken by 
the Military Department then having 
such preponderance of interest. In these 
cases, while new application for guaran¬ 
tee is required, the file of the contract 
financing office which has authorized the 
existing guarantee will be transferred to 
the contract financing office of the Mili¬ 
tary Department then having prepond¬ 
erant interest in the case, and the in¬ 
formation to be submitted with the ap¬ 
plication need be only current financial 
information, data concerning the bor¬ 
rower’s defense production contracts, 
and other pertinent facts concerning the 
borrower and its operations, to the ex¬ 
tent necessary to supplement and bring 
up to date the information previously 
furnished to the guarantor. In order 
not to disturb or impair any security for 
the existing loan, and for the convenience 
of all concerned, it is preferable that the 
new guarantee merely replace the former 
guarantee, with appropriate recitals as 
to cancellation of the former guarantee, 
and with appropriate revision of the ex¬ 
isting loan agreement and of such col¬ 
lateral security instruments as may 
require revision. 

§ 82.41 100 percent guarantees. 

It is the policy of the guaranteeing 
agencies that 100 percent guarantees 
shixll be limited to the greatest extent 
compatible with the requirements of the 
national defense. Applications for 100 
percent guarantees will be approved only 
in cases in which the guaranteeing 
agency determines that the circum¬ 
stances are exceptional, that the opera¬ 
tions of the borrower are vital to the 
national defense, and that no other suit¬ 
able means of financing are available. 

§ 82.42 Asset formula. 

It is the policy of the guaranteeing 
agencies that borrowings under guaran¬ 
teed loans made primarily for working 
capital purposes should be limited, in 
accordance with an asset formula, to 
amounts which do not exceed specified 
Percentages (90 percent or less) of the 
borrower’s investment in defense produc¬ 
tion contracts. The formula may in¬ 
clude all items for which the borrower 
would be entitled to payment on per¬ 
formance or termination of defense con¬ 
tracts, but would not include any 
amounts (for which no work has been 
done nor expenditures made by the bor¬ 
rower) to become due as the result of 
later performance under the borrower’s 
contracts. However, any such asset 
formula would be subject to relaxation in 
appropriate cases to the extent and for 
time actually necessary for contract 
Performance where the contractor’s 
working capital and credit are inade¬ 
quate. This “asset formula’* does not 
include “cash collateral’’ or bank deposit 
balances. 

§ 82.43 Amount and maturity of guar¬ 
anteed loans. 

<a) Subject to the limitations of the 
***** formula (§ 82.42), the maximum 


amount of guaranteed credit in individ¬ 
ual cases, and the maturity date of guar¬ 
anteed loans or credits, are fixed to con¬ 
form reasonably to the borrower’s 
financing requirements for defense pro¬ 
duction contracts on hand at the time of 
application for guarantee. If additional 
defense production contracts are entered 
into after the application and before 
authorization of a guarantee, to such ex¬ 
tent as to require increase in the maxi¬ 
mum amount, or longer maturity for the 
requested guaranteed loan, adjustments 
may be made to provide for the bor¬ 
rower’s additional financing require¬ 
ments. Also, guarantee agreements for 
existing guaranteed loans may be 
amended, on submission of pertinent in¬ 
formation and Federal Reserve Bank 
report to the guaranteeing agency 
concerned, to provide financing for 
defense production contracts entered 
into by the borrower during the term of 
the guaranteed loan. 

(b) Also, within the limits of the ap¬ 
plicable loan formula and ceiling amount, 
there is generally no objection to inclu¬ 
sion in the borrowing base, of assets un¬ 
der defense production contracts entered 
into after the date of the guarantee 
agreement. However, in exceptionally 
weak cases, and in the cases of guaran¬ 
teed loans established for financing only 
one or a small number of contracts, it is 
the practice to require that financing of 
relatively substantial additional defense 
contracts under existing guaranteed 
loans be done only with the consent of 
the guarantor. 

§ 82.44- Assignments of claims under 
contracts. 

(a) Assignments of claims under the 
borrower’s defense production contracts 
are generally required, including assign¬ 
ment of proceeds of such contracts 
entered into after issuance of the guar¬ 
antee if after acquired contracts are 
eligible for financing under the guaran¬ 
teed loan in a given case. However, 
assignments need not be required in par¬ 
ticular cases, (1) where the borrower’s 
financial condition is so strong as to 
cause assignments of any contracts to be 
considered not necessary for the pro¬ 
tection of the loan, or (2) where inci¬ 
dent to assignment of major contracts 
it is considered not necessary for the 
protection of the loan to require initial 
assignment of relatively small contracts, 
or (3) where the large number of con¬ 
tracts of the borrower for small dollar 
amounts, would cause the making and 
administration of contract assignments 
to be unduly burdensome and inconven¬ 
ient so long as not deemed essential for 
the protection of the loan. 

(b) It is required, as standard prac¬ 
tice. that defense production contracts, 
not theretofore assigned, will be as¬ 
signed whenever requested by the guar¬ 
antor or the financing institution. 

(c) Subcontracts and purchase orders 
issued to subcontractors are not consid¬ 
ered acceptable for financing under 
guaranteed loans if and so long as the 
issuer of the subcontracts or purchase 
orders (1) reserves the privilege of mak¬ 
ing payments directly to the assignor or 
to the assignor and assignee jointly after 


notice of the assignment, or (2) reserves 
the right to reduce or set off assigned 
proceeds under defense production con¬ 
tracts by reason of claims against the 
borrower arising after notice of assign¬ 
ment and independently of defense pro¬ 
duction contracts under which the 
borrower is the seller. 

§ 82.45 Other collateral security. 

Ordinarily, mortgages on fixed assets 
are not required, but they are required 
where considered essential to protect the 
Government. Liens or other security 
arrangements pertaining to inventories 
are also seldom required, except when 
desired by financing institutions or in 
exceptional circumstances when deemed 
necessapr to protect the Government. 
Depending upon the circumstances of 
individual cases, endorsements, guaran¬ 
tees, subordinations, and stand-bys of 
other indebtedness, and other special se¬ 
curity devices are required when deemed 
necessary for the protection of the 
Government. 

§ 82.45 Contract surety bonds in rela¬ 
tion to loan guarantees. 

In most jurisdictions, upon default by 
a contractor and performance of the 
surety’s obligations, the surety’s right of 
subrogation gives to the surety, ahead 
of a financing institution which had 
made a loan for contract performance, 
prior claim to payments made on the 
bonded contract after default, and in 
performance of its obligations the surety 
also has the benefit of materials on 
hand that have been paid for by the 
contractor, even though progress on the 
contract before default has been fi¬ 
nanced by loans from the financing 
institution. 

(a) Because of the foregoing, on loan 
guarantees in connection with prime 
contracts, the guarantor’s loss on the 
loan, payable to the financing institu¬ 
tion. may serve to take away from the 
Government the benefit of performance 
of the surety’s obligations on its bond; 
and in subcontract cases the loan may 
serve to benefit the surety at the ex¬ 
pense of the financing institution and 
guarantor. 

(b) Except to the extent that surety 
bonds are required by law, bonds are 
generally not required. Yet it sometimes 
may be necessary to rely upon a contrac¬ 
tor whose capacity to perform is so 
doubtful that a bond is required for the 
protection of the Government. The 
guarantee of a loan to a contractor of 
such doubtful capacity to perform neces¬ 
sarily involves unusual risks of monetary 
loss. Contract surety bonds, and guaran¬ 
teed loans for financing bonded contracts 
are regarded as fundamentally incom¬ 
patible unless the interests of the surety 
are subordinated in favor of the guaran¬ 
teed loan. 

(c) In order to maintain the advan¬ 
tages of performance bonds existing in 
favor of the Government on prime con¬ 
tracts, in cases where the Government 
contract or contracts covered by surety 
bonds are substantial in relation to the 
contractor’s total backlog of defense pro¬ 
duction contracts or where the amount 
of the bond is substantial in relation to 
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the contractor’s net worth, applications 
for loan guarantees are approved only if 
the surety or sureties on the bonds in¬ 
volved will subordinate their rights and 
claims in favor of the guaranteed loan. 

(d) In cases involving relatively sub¬ 
stantial subcontracts covered by surety 
bonds, approval of an application for 
loan guarantee will also be contingent 
upon the establishment of a reasonable 
allocation agreement between the surety 
or sureties and the financing institution, 
which would have the effect of giving 
the financing institution the benefit, with 
regard to payments to be made on the 
contract, cf that portion of its loans 
fairly attributable to expenditures made 
under the bonded subcontracts prior to 
notice of default. 

§ 82.47 Other borrowings. 

Since V-loans are generally measured, 
and limited by, stated percentages of the 
borrower’s investment in defense pro¬ 
duction operations and terminated 
defense contracts, it is evident that bor¬ 
rowings outside the guarantee may be 
necessary in seme cases to support the 
borrower’s nondefense activities. It has 
been recognized in practice, that while 
prohibition of borrowings outside the 
guaranteed loan is preferable where 
practicable in a given V-loan case, such 
other borrowings should be permitted 
when necessary. 

(a) However, in cases where borrow¬ 
ings outside the V-loan are not prohib¬ 
ited. some restrictions on unguaranteed 
borrowings appear necessary for protec¬ 
tion of the Government interest. These 
include reasonable limitations on the 
amount of, and collateral security for, 
such unguaranteed borrowings, and 
usually a provision that collateral secur¬ 
ity, if any, for such unguaranteed loans 
made by the same financing institutions 
should also be secondary collateral for 
the V-loan. 

(b) If a credit is to be guaranteed 
under section 301 of the Defense Produc¬ 
tion Act, in circumstances where there 
may be borrowings either under or out¬ 
side the guarantee, the guaranteed 
credit, having been established, and being 
susceptible to use at any time, should be 
utilized first and fully, and not reserved 
as free insurance pending such time and 
circumstances as may make its use con¬ 
venient to the financing*institution. It 
has therefore been determined, in line 
with the practice developed toward the 
end of the past war. that for those cases 
in which borrowings outside the V-loan 
are not prohibited, it should be required 
uniformly that other borrowings outside 
the V-loan may be incurred and remain 
outstanding without the consent of the 
financing institution and the guarantor 
only when the V-loan is being used to 
the full extent permitted by the V-loan 
agreement. Appropriate certificates of 
the borrower, in the same form as those 
used to measure the amount that may be 
outstanding under the V-loan, but sub¬ 
mitted at intervals not longer than 30 
days, could be used to determine when 
there may be borrowings outstanding 
outside the V-loan. 

(c) It is of course recognized that 
appropriate exceptions will have to be 
made in individual cases to permit the 
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continuation of outstanding term loans, 
to permit future unguaranteed term 
loans for expansion of facilities, and to 
permit continuance of such financing as 
may be necessary to supplement a 
V-loan. 

§ 82.18 Eligibility Certifications. 

(a) Financing through guaranteed 
loans may be made available to a sup¬ 
plier in cases where (1) the produc¬ 
tion or service is essential and (2) no 
alternative source is readily available 
without prejudice to the national de¬ 
fense. However, in connection with 
applications for guarantees or loans to 
be made to small business concerns, and 
in connection with increases or exten¬ 
sions of maturities of guaranteed loans 
made to small business concerns, and if 
they otherwise qualify, the factor of 
ready availability of alternative sources 
will not be considered, and the statement 
that the contracts or subcon tracts in¬ 
volved cover materials or services which 
cannot be procured readily from an 
alternative source without prejudice to 
the national defense will be omitted 
from the certificate of eligibility. When 
financing through loan guarantees is re¬ 
quested, the interested procuring activity 
shall certify that the case meets the re¬ 
quirements set forth in this section, and 
shall accompany such certification with 
adequate supporting data pertinent to 
the case. 

(b) (1). The certificates of eligibility 
and supporting data furnished by 
principally interested procuring activi¬ 
ties, are the basis for the ultimate find¬ 
ings, incident to authorization or 
approval of loan guarantees, that the 
case meets the requirements of section 
301 of the Defense Production Act of 
1950, as amended, and of section 302 of 
Executive Order No. 10480. 

(2) In its present form this certificate 
includes findings that the materials or 
services involved are deemed essential 
to the national defense, that (except for 
small business concerns) these cannot be 
procured readily from an alternative 
source without prejudice to the national 
defense, and that the contractor has 
the technical ability and the required 
facilities to perform. It is required that 
supporting data be contained in or ac¬ 
company the certificate. It has been 
provided on the approved form of certifi¬ 
cate, as the standard for guidance in 
considering issuance of certificates of 
eligibility, that: 

This is not intended as a statement that 
there is absolutely no alternative source 
other than this contractor. The certifica¬ 
tion Is founded on practical considerations. 
These considerations Include the urgency of 
supply schedules, technical and plant ca¬ 
pacity and unwillingness of other suppliers, 
time and expense involved in reletting all or 
parts of contracts (Including expense of ter¬ 
mination for convenience, and delays inci¬ 
dent to future determinations of default), 
comparative prices, effect of interruptions 
of established subcontracting arrangements, 
and other pertinent practical factors. 

§ 82.49 Procedure for certificate of 
eligibility. 

It is important that the processing of 
certificates of eligibility be accomplished 
expeditiously. It is necessary that there 


be application of uniform and consistent 
standards in determining eligibility. 

(a) As indicated in § 82.48(b), the de¬ 
termination in the certificate of eligi¬ 
bility is based upon giving full weight to 
practical considerations. It is also in¬ 
tended that in determining whether the 
materials or services can be procured 
readily from an alternative scurce with¬ 
out prejudice to the national defense, 
due consideration will be given to the ef¬ 
fect of the use of alternative sources on 
the established major policies affecting 
procurement, such as those relating to 
the mobilization base, and industrial 
dispersal. If the reletting of contracts 
with other sources would involve conflict 
with any of such policies, such reletting 
in conflict with any such policy should be 
deemed prejudicial to the national de¬ 
fense. Also, in considering the practi¬ 
cability of alternative sources, in addi¬ 
tion to the considerations outlined above, 
regard should be given to the question 
whether such potential alternate sources 
would require Government financing by 
progress payments, or advance payments, 
or Government supported financing by 
means of a guaranteed loan. If such 
financing would be required for alterna¬ 
tive sources, such alternate sources may 
be fairly considered not “readily avail¬ 
able” within the meaning of the certifi¬ 
cate of eligibility. 

(b) Ordinarily, If the certificate of 
eligibility is not issued by the interested 
procuring activity, it does not follow that, 
the contract involved will be terminated 
unless the contractor is in default to the 
extent that termination for default is 
considered desirable, or unless it has been 
determined that the contractor will be 
unable to perform his contract. Thus, 
in determining whether alternate sources 
are readily available without prejudice 
to the national defense, consideration 
should be given to the effect on supply 
schedules, and costs to the Government, 
if the contractor should default at a later 
date and be unable to perform by reason 
of inadequate financing. 

(c) In determining eligibility of small 
business concerns, the factor of ready 
availability of alternative sources will 
not be considered, and the paragraph of 
the form of certificate of eligibility per¬ 
taining to alternative sources will be de¬ 
leted in cases of small business concerns. 
In such cases the fact that the particular 
items or services involved are being pro¬ 
cured under or pursuant to a contract of 
a Military Department is considered ade¬ 
quate to support and require the finding 
that the materials or services involved 
are deemed essential to the national de¬ 
fense. However, this does not mean that 
the certificate of eligibility should be pro¬ 
vided automatically for small business 
concerns, or that any less care and dili¬ 
gence should be exercised for determin¬ 
ing eligibility for small business cases 
than for other cases. See § 82.48(d). 

(d) It is necessary in all cases, whether 
or not involving a small business concern, 
that, in considering issuance of a certifi¬ 
cate of eligibility, emphasis be placed on 
the factors of the contractor’s technical 
ability management competence and re¬ 
liability, plant capacity and facilities, 
and generally on his ability to perform 
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satisfactorily if adequate financing is 
provided. If these factors are not favor¬ 
able, the certificate of eligibility should 
not be issued. See §§ 82.23 and 82.24. 

(e) With regard to contracts existing 
at the time of request for the certificate 
of eligibility, the percentage of guaran¬ 
tee requested by a financing institution 
is not a factor to be considered in con¬ 
nection with issuance of the certificate. 

(f) In all cases, the supporting data 
furnished to the contract financing office 
should be sufficient to support the find¬ 
ings made in the certificate of eligibility. 
This data should contain available in¬ 
formation pertinent to the matter of 
ability to perform satisfactorily, includ¬ 
ing known information as to past per¬ 
formance and available information on 
the relation of the contractor’s opera¬ 
tions to supply schedules, and available 
pertinent information on other practical 
factors such as comparative prices and 
the time and expense that would be in¬ 
volved if reletting the contracts should 
become necessary (§ 82.28 does not 
apply). All of this information, includ¬ 
ing particularly an indication as to 
whether or not the contractor is con¬ 
sidered an important source for mate¬ 
rials or services, is necessary and impor¬ 
tant for consideration by the contract 
financing offices in determining the ulti¬ 
mate question whether, on their eval¬ 
uation of all the circumstances of 
particular cases (including the contrac¬ 
tor’s financial condition and financial 
record) , the authorization of a guarantee 
would be prudent and in the best in¬ 
terests of the Government. When the 
certificate of eligibility is not furnished, 
the facts and reasons leading to declina¬ 
tion of the certificate should be 
furnished. 

<g) In those cases of subcontracts, 
where the prospective borrower is finan¬ 
cially weak in relation to the financial 
condition of his defense contract cus¬ 
tomer, and the interests of the Govern¬ 
ment would be fostered by the making 
of progress payments to the subcon¬ 
tractor by his customer, it is appropriate 
that steps be taken, by coordinated effort 
of the procuring activity and the con¬ 
tract financing office, to arrange to the 
extent practicable for such progress pay¬ 
ments to the subcontractor by his cus¬ 
tomer. By such means, in appropriate 
cases, the guaranteed loan may become 
unnecessary, or necessary in lesser 
amount, and the risks of loss are borne 
wholly or partly by the prime contractor 
or subcontractor responsible for selec¬ 
tion of the prospective borrower as his 
subcontractor. 

<h) if materially adverse information 
°* any character concerning the pro¬ 
spective borrower is known to a procuring 
activity, such materially adverse infor¬ 
mation should be fully reported to the 
interested contract financing office. 
However, procuring activities are not ex¬ 
pected to make any special investigation 
°f the prospective borrower’s financial 
condition in connection with applica¬ 
tions for loan guarantees, as reports con¬ 
cerning financial condition of prospective 
borrowers are made by the Federal 
Reserve Banks. 


(i) When certificates of eligibility are 
requested within a Department, or by 
one Department from another Depart¬ 
ment, reply will be made as promptly as 
possible, on a priority basis, as delays in 
financing may retard contract perform¬ 
ance. Ordinarily, requests for certifi¬ 
cates of eligibility, and pertinent data, 
will be made only with respect to those 
contracts deemed of material conse¬ 
quence under the circumstances of par¬ 
ticular cases. 

(j) In cases involving several contracts 
or subcontracts, including contracts or 
subcontracts relatively minor in relation 
to dollar amounts of other contracts in¬ 
volved, the processing of certificates of 
eligibility should not be delayed pending 
determinations concerning the relatively 
minor contracts. When any office within 
a procuring activity has on hand infor¬ 
mation concerning the substantial pre¬ 
ponderance of amount of contracts with 
which it is concerned, its action concern¬ 
ing the certificate of eligibility should be 
completed without awaiting information 
on which to make determinations or rec¬ 
ommendations concerning minor con¬ 
tracts. Basically, in situations involving 
numerous contracts, the determination 
as to eligibility should be founded upon 
the need of the prospective borrower’s 
operation in the defense production pro¬ 
gram, and if his operation is considered 
necessary for performance of substan¬ 
tial preponderance of his contracts, it 
usually should be unnecessary to make 
determinations concerning the eligibility 
of any particular minor contracts. 

(k) When a contracting officer or 
other person within a procuring activty 
responsible for processing requests for 
certificates of eligibility has reason to be¬ 
lieve that an application for loan guar¬ 
antee has been filed or is about to be 
filed, relating to a contract or subcon¬ 
tract within his cognizance, he should, 
without awaiting request for a certificate 
of eligibility or request for information 
bearing on issuance of a certificate of 
eligibility, initiate the completion and 
transmittal of such information and cer¬ 
tificate to the appropriate office within 
his Department, for forwarding to the 
contract financing office within the 
Department. 

Subpart D—Advance Payments 

§ 82.50 Scope of sulipurt; references. 

This subpart covers policy and pro¬ 
cedure for advance payments on prime 
contracts, including advance payments 
on subcontracts under all types of prime 
contracts. It applies to all advance pay¬ 
ments hereafter authorized pursuant to 
any legislation except section 602 of the 
Department of Defense Appropriation 
Act, 1956 (69 Stat. 314, 31 U.S.C. 529 i), 
or other routine advances authorized 
solely by Appropriation Acts. It is to 
be applied in conformity to the policies 
stated in subpart B of this part. §§82.1, 
82.2, 82.3, 82.4, 82.5, 82.8, 82.9, 82.12-2 
and 82.12-3 are also applicable to ad¬ 
vance payments. 

§ 82.50—1 Advance payments on sub¬ 
contracts. 

The policies, standards and procedures 
of Subpart D of this part are appli¬ 


cable to advance payment to subcon¬ 
tractors under all prime contracts, 
including fixed-price types and cost-re¬ 
imbursement types of prime contracts. 
For the prime contractor to receive ad¬ 
vances for or to be reimbursed for such 
advance payments, it is required that the 
prime contract make provision for ad¬ 
vance payments conforming to this Part, 
with appropriate provision for advance 
payments by the prime contractor to 
subcontractors or suppliers. See § 82.64-2 
(q). 

§ 82.51 Types of contracts that may 
have advance payments. 

Advance payments may be made on 
any approved type of contract, as de¬ 
fined in § 1.201-6. 

§ 82.52 Advance payments in addition 
to progress payments. 

Where necessary and in accordance 
with these regulations, advance pay¬ 
ments may be authorized in addition to 
progress payments on the same contract. 
See § 82.77. 

§ 82.53 Interest. 

(a) Interest will be charged on all 
advance payments hereafter authorized, 
at the rate of five percent per annum on 
the unliquidated balance: Provided , 
however , Advance payments may be ap¬ 
proved without interest when in connec¬ 
tion with nonprofit contracts with 
nonprofit educational or research insti¬ 
tutions for experimental, research and 
development w r ork, or on contracts solely 
for the management and operation of 
Government-owned plants, or, in un¬ 
usual cases when specifically authorized 
by the Under or Assistant Secretary re¬ 
sponsible for the comptroller function. 
In this connection, contracts for acquisi¬ 
tion of facilities at cost, for Government 
ownership, in combination with or in 
contemplation of supply contracts or 
subcontracts, will be treated as ordinary 
profit contracts requiring interest on 
advance payments. 

(b) Contracts with interest-free ad¬ 
vance payments, hereafter authorized, 
should provide that the contractor will 
charge interest at the rate of five per¬ 
cent per annum on sub-advances or 
down payments to subcontractors, and 
that interest charged on such sub-ad¬ 
vances or down payments, will be credited 
to the account of the Government. 
However, interest need not be charged 
on sub-advances on nonprofit subcon¬ 
tracts with nonprofit educational or re¬ 
search institutions for experimental, 
research, or development work. 

(c) Interest on advance payments will 
not be allowed as a cost under any cost- 
reimbursement type contract nor cost- 
reimbursement subcontract thereunder, 
and no such contract or subcontract may 
provide or be amended to provide for 
allowance of such interest as an item of 
cost. 

§82.51 Standards; amounts; need. 

(a) Advance payments should be used 
sparingly and care should be taken to 
see that advances outstanding are suf¬ 
ficient for but do not exceed the actual 
reasonable requirements for the con¬ 
tracts. The amount of the advance pay- 
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ment In any case should be based upon 
an analysis of the cash flow required 
under the contract, and as a general rule 
should not exceed the interim cash needs 
arising during the reimbursement cycle. 

(b) Generally, except for (1) non¬ 
profit contracts with nonprofit educa¬ 
tional or research institutions for ex¬ 
perimental, research and development 
work, and (2) contracts solely for the 
management and operation of Govern¬ 
ment-owned plants, advance payments 
should not be authorized unless no other 
means of adequate financing is available 
to the contractor (not including loans or 
credit (i) at excessive interest rates or 
other exorbitant charges, or (ii) from 
agencies of the Government outside the 
Department of Defense), and the 
amount of the authorization is predi¬ 
cated upon use of the contractor's own 
working capital to the extent possible. 

§ 82.55 Statutory requirements. 

The authorizing statutes (§ 82.8) apply 
equally to negotiated contracts and to 
contracts awarded or to be awarded by 
formal advertising. It is required for all 
advance payments, that— 

(a) The contractor give adequate se¬ 
curity; (§ 82.63) 

(b) The advance payments shall not 
exceed the unpaid contract price; 

(c) The making of advance payments 
is in the public interest, as determined 
by the authorized official concerned 
<§§ 82.56 and 82.56-1), when the action 
is pursuant to the authority of Title 10, 
U.S. Code, Section 2307; 

(d) The making of advance payments 
will facilitate the national defense, as 
determined by the authorized official 
concerned (§§ 82.56 and 82.56-1), when 
the action is pursuant to Pub. Law 85- 
804, and Executive Order No. 10789. 

§ 82.56 Responsibility; delegation of 
authority. 

Except as provided in § 82.56-1 the 
responsibility and authority for making 
findings and determinations with respect 
to advance payments, and in each case 
for approval of contract provisions for 
advance payments, or for approval of 
the terms and conditions thereof, shall 
be in the Under or Assistant Secretary 
responsible for the comptroller function 
in each Military Department, or the 
authorized deputy of either of them. 
The Government may not be committed, 
in any manner, directly or indirectly to 
make an advance payment without the 
approval of the Under or Assistant Sec¬ 
retary responsible for the comptroller 
function, or the authorized deputy of 
either of them (or in appropriate cases, 
of a person to whom advance payment 
approval authority has been delegated 
in accordance with § 82.56-1), and no 
procurement involving advance pay¬ 
ments may become final until such ap¬ 
proval is obtained. 

§ 82.56-1 Delegation of authority. 

The authority in each case to make 
findings and determinations with respect 
to advance payments and to approve 
contract provisions for advance pay¬ 
ments, or to authorize the terms and 
conditions thereof, may be delegated 
within each Department no further than. 
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to the Comptroller of the Army (and an 
alternate within his office) in the De¬ 
partment of the Army, to the Assistant 
Comptroller, Accounting and Finance 
(and an alternate within his office) in 
the Department of the Navy, and to the 
Deputy for Contract Financing to the 
Assistant Secretary (Financial Manage¬ 
ment) of the Air Force (and an alternate 
responsible to such Deputy for Contract 
Financing). However, to the extent 
deemed necessary or prudent and effi¬ 
cient under exceptional circumstances, 
further delegations of this advance pay¬ 
ment authority may be made with the 
approval of the Assistant Secretary of 
Defense (Comptroller). 

§ 82.57 Public Law 85—804; formally 
advertised contracts. 

(a) Pursuant to Public Law 85-804, 
and Executive Order No. 10789. the De¬ 
partment of Defense, the Department of 
the Army, the Department of the Navy, 
and the Department of the Air Force are 
authorized to make advance payments 
under contracts heretofore or hereafter 
made, without regard to other provisions 
of law relating to contracts, including 
advance payments under contracts 
awarded on competitive bids after formal 
advertising, and to amend such contracts 
to provide for advance payments. 

(b) Pursuant to the above statute and 
executive order (as well as 10 U.S.C. 
2307) and subject to these regulations, 
advance payments may be granted at 
or after awards of contracts made on 
competitive bids after formal advertising 
(as well as on negotiated contracts) not¬ 
withstanding the absence of provision 
for or with regard to advance payments 
in the invitations for bids. Bids will be 
rejected if they are conditioned, quali¬ 
fied, or limited in such way that binding 
awards can be made only with provision 
for advance payments. Bids shall not 
be treated as nonresponsive because they 
contain, or are accompanied by or sup¬ 
plemented by request for advance pay¬ 
ments or other indication that advance 
payments are desired or needed, so long 
as the advance payment aspect is not a 
condition, qualification or limitation of 
the bid. In the cases mentioned in the 
previous sentence, or if the need for ad¬ 
vance payments becomes apparent in 
the course of inquiry as to whether the 
necessary funds will be available for 
performance by the prospective con¬ 
tractor, (1) the award may be made with 
provision for advance payments, in con¬ 
formity with these regulations, or (2) 
the award may be made without provi¬ 
sion for advance payments if the pros¬ 
pective contractor is determined to be 
a responsible contractor and advance 
payments are considered not necessary, 
or (3) the award may be denied because 
funds for performance are not otherwise 
available to the prospective contractor 
and the making of advance payments 
has been declined in accordance with 
these regulations. 

§ 82.57—1 Special contract provisions. 

All contracts providing for advance 
payments under the authority of the 
above-cited Act (P.L. 85-804) and Ex¬ 
ecutive Order shall— 


(a) Make reference to the Act and 
Executive Order; and 

(b) Include appropriate clauses re¬ 
quired by the Act and Executive Order 
(§17.102 of this chapter), or by other 
applicable regulations. (See §§ 7.203-7, 
7.402-7 of this chapter). 

§ 82.57-2 Data. 

Complete data shall be maintained by 
each Department as to all contracts and 
amendments to contracts relating to ad¬ 
vance payments made pursuant to the 
above-cited Act (Pub. Law 85-804) and 
Executive Order. 

§ 82.58 Uses of advance payments. 

Advance payments are last in the gen¬ 
eral order of preferences stated in 
§ 82.22. Subject to the provisions of 
this part, advance payments are con¬ 
sidered useful and appropriate for (a) 
nonprofit contracts with nonprofit edu¬ 
cational or research institutions for ex¬ 
perimental, research and development 
work (§ 82.54), (b) contracts solely for 
the management and operation of Gov¬ 
ernment-owned plants (§ 82.54), (c) 
contracts for acquisition of facilities at 
cost, for Government ownership, (d) 
contracts involving operations so re¬ 
mote from a financing institution that 
the financing institution could not be 
expected to provide suitable adminis¬ 
tration of a guaranteed loan, <e) con¬ 
tracts of such highly classified nature 
that the Department considers it unde¬ 
sirable for national security to permit 
assignment of claims under the contract, 
(f) rare but essential contracts of those 
contractors, unusually weak or over¬ 
extended financially, in those cases in 
which performance may be better 
fostered and risks of financial loss most 
effectively minimized by very close con¬ 
trol of funds and supervision of 
performance by personnel of the Depart¬ 
ment concerned, (g) contracts for the 
financing of which a financing institu¬ 
tion will not (1) assume a reasonable 
portion of the risks under a guaranteed 
loan, or (2) provide funds except at ex¬ 
cessive interest rates or other exorbi¬ 
tant charges, and (h) exceptional cases 
in which the utilization of advance pay¬ 
ments will be more beneficial to the 
interests of the Government than any 
other available method of financing. 
Circumstances will occur, especially on 
contracts with small-business concerns, 
in which advance payments will be more 
beneficial to the interests of the Gov¬ 
ernment and more suitable to the 
situation of the contractor than other 
methods of contract financing. If, inci¬ 
dent to a bid or proposal, or after award 
of a contract, an otherwise qualified 
eontractor is found to require advance 
payments, there should be no hesitation 
in recommending to higher authority 
that advance payments be established. 

§ 82.59 Standards for advance payment 
determinations; all contracts. 

It is not required for the granting of 
advance payments that the contractor 
be the sole or only source or prospective 
source for the required supplies or serv¬ 
ices. Important practical factors include 
comparative prices, urgency of supply 
schedules, and the time and expense in- 
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volved in arranging other sources or in 
reletting contracts. The governing prin¬ 
ciples and standards for decision as to 
whether to make or approve the neces¬ 
sary determinations for advance pay¬ 
ments are those set forth in this section 
and §§82.15 through 82.26. 82.54. 82.55. 
82.57 and 82.58. Affirmative recommenda¬ 
tions should be made in favor of granting 
advance payments when (a) advance 
payments are necessary to supplement 
other funds or credit available to a con¬ 
tractor or prospective contractor, (b) the 
contractor or prospective contractor is 
otherwise qualified as a responsible con¬ 
tractor (§§ 1.903-1 and 2.406 of this chap¬ 
ter and § 82.24); (c) there will be a bene¬ 
fit to the Government from performance 
prospects or other practical advantages, 
and (d) the case is within one or more of 
the categories described in § 82.58. These 
recommendations should be approved 
unless the responsible contract financing 
office. (§ 82.26). or the Under or Assistant 
Secretary or other official concerned 
(§ 82.56), considers that under all the 
relevant circumstances the making of 
advance payments would be unreason¬ 
able oi* imprudent or would involve undue 
risks of monetary loss to the Govern¬ 
ment. or would otherwise fail to conform 
to this part. 

§ 82.60 Finding^ determinations and 
authorization. 

The following is the standard text of 
findings, determinations, and authoriza¬ 
tion (§ 82.62(f)) for use in estab lishing 
advance payments. 

Findings. Determinations, and Authoriza¬ 
tion for Advance Payments 

findings 

l I hereby find that: 

a. The .. 

(Procuring Activity) 

and -have entered 

(Contractor) 

(propose to enter) into negotiated (formally 
advertised^ Contract No.__ (dated 

(Summary of significant facts concerning 
contract] 

b. Advance payments (in an amount not 

to exceed $ -at any time outstanding) 

(in ftgnegate amount not exceeding $__ 

™ thc aggregate amounts repaid, or with- 
arawu by the Government) are required by 
the contractor in order to perform under the 
contract. Such amount does not exceed the 
unpaid contract price, nor the estimated 
interim cash needs arising during the reim¬ 
burse-men t cycle. 

c. The advance payments are necessary for 
prompt and efficient performance of the con¬ 
tact which wiU be of benefit to the Govern¬ 
ment. 

d * Tb e proposed advance payment clause 
contains appropriate provisions for the pro- 
2~ Wou of the Government, as security for 
*7® vance payments. These include pro- 
laiou that all payments will be deposited in 

* special bank account, and that the United 
om.es will have a paramount lien upon (1) 

e cre dlt balance In the special bank ac- 
count. (2) any supplies contracted for, and 
an >’ material or other property acquired 
performance of the contract. (Advance 
Wment bond Is required.) Such security 

* deemed to be adequate. 

lat! the meaning of applicable regu- 

oth* no means °f adequate financing 
afcrtp thau by advance payments are avail- 
ltmaf, the contrac tor, and the amount des- 
6 ‘Ued above is predicated upon the use of 


the contractor's own working capital to the 
extent possible In performing the contract. 

f. The contractor is a nonprofit (educa¬ 
tional) (and) (research) institution, and the 
contract Is for (experimental) (,) (research 
and development) work, without profit to 
the contractor. 

g. The contract Is solely for the manage¬ 
ment and operation of a Government-owned 
plant. 

h. The following unusual facts and cir¬ 
cumstances favor the making of advance pay¬ 
ments to the contractor without interest: 

[Recitation of pertinent facts and circum¬ 
stances] 

DETER MI N ATIONS 

2. Upon the basis of the foregoing findings. 
I hereby determine that the making of the 
proposed advance payments with interest of 
five per cent per annum on the unliquidated 
balance of such advance payments (without 
interest except as provided by the proposed 
advance payment clause) (b In the public 
interest) (will facilitate the national 
defense). 

AUTHORIZATION 

8. Such advance payments, of which (the 
amount at any one time outstanding) (the 
aggregate amount, less the aggregate 
amounts repaid, or withdrawn by the Gov¬ 
ernment), shall not exceed $__ are 

hereby authorized pursuant to 10 U5.C. 
2307 (The Act of August 28, 1958, Pub. Law 
85-804, 72 Stat. 972, and Executive Order No. 
10789), upon (terms and conditions substan¬ 
tially as contained in the proposed advance 
payment clause of which copy (or outline) is 
annexed hereto) (the following terms and 
conditions:) 

(All prior advance payment authorizations 
with respect to Contract No._are here¬ 

by superseded.) 


[Name typed] 


[Title of authorized official] 


Instructions 

1. On requests for advance payment provi¬ 
sions, this document will be prepared, in 
final form for signature of an authorized 
official (§ 82.56), by such office as may be 
designated by the procedures of each Military 
Department. It will include such of the 
paragraphs set out above as are appropriate. 
(See below.) 

2. Words and expressions In parentheses 
and blank spaces in the above paragraphs 
Indicate choices of language, depending upon 
the facts pertinent to a particular request. 
Fbrms will not be prepared in advance which 
include all of the above paragraphs and all 
of the alternate language. Each “Findings, 
Determinations, and Authorization" will be 
prepared separately to Include only those 
paragraphs and those words (including stat¬ 
utory references) which are pertinent to the 
particular request. 

3. Each such "Findings, Determinations, 
and Authorization” must include paragraphs 
1 a., l.b., l.c., l.d., 2 and 3. Paragraph l.e. 
will not be included in the case of nonprofit 
contracts with a nonprofit educational or 
research institution for experimental, re¬ 
search and development work, or in the case 
of contracts solely for the management and 
operation of Government-owned plants. 
Paragraph l.f., I.g. or l.h., as appropriate, 
will be included If the advance payments are 
to be made without Interest to the con¬ 
tractor. The last sentence of paragraph 3 
will be included if any advance payments 
have previously been authorized for the con¬ 
tract. The numbering and lettering of the 
paragraphs in the completed "Findings and 
Determinations" will then run consecutively, 
based on the paragraphs actually used. 
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4. Modifications to adapt to special facts 
and circumstances are permitted. 

5. 10 U.S.C. 2307 normally will be the stat¬ 
utory authority cited for the advance pay¬ 
ment. The Act of August 28, 1958, and 
Executive Order No. 10789 are reserved for 
extraordinary situations not falling within 
the purview of 10 UJS.C. 2307. 

§ 82.61 Application for advance pay¬ 
ment. 

The contractor's application for ad¬ 
vance payment, whether incident to the 
making of a contract or by way of 
amendment or supplemental agreement 
for advance payments under an existing 
contract, may be in the form of a letter 
request or other writing. The applica¬ 
tion should refer to the contract or pro¬ 
posed contract under which advance 
payments are requested, and should in¬ 
clude or be accompanied or supported 
by: 

(a) Cash flow forecast (§§ 82.28(f), 
82.28-1 and 82.28-2) (limited to esti¬ 
mated cash flow for the contract or con¬ 
tracts to be financed by advance pay¬ 
ments when the contracts are of the 
kinds mentioned in § 82.58(a) or 
§ 82.58(b)); 

(b) Proposed amount of advance pay¬ 
ments; 

(c) Name and address of bank sug¬ 
gested as depository for the advance 
payment special account; 

(d) Except for contracts mentioned in 
§ 82.58(a) and (b) and description of ef¬ 
forts made to obtain private financing, 
including guaranteed loan; and 

(e) Such other information and data 
(§ 82.28) as may be appropriate under 
the circumstances of the case for the 
purposes outlined in § 82.28 (of which, 
ordinarily, information concerning re¬ 
liability, technical capability, and ade¬ 
quacy of accounting system and controls 
should be sufficient for contracts men¬ 
tioned in § 82.58(a) and (b). 

§ 82.62 Action by contracting officer; 
approval. 

After such investigation as may be ap¬ 
propriate, and analysis of the request 
and information submitted by the con¬ 
tractor. the contracting officer should 
transmit to the appropriate office within 
his Department, with such number of 
copies as may be required within the 
Department: 

(a) Date and identifying symbol of the 
approval of the award, citation of the 
appropriation available, type of contract, 
dollar amount of contract, the items to 
be supplied, and schedule of deliveries or 
performance, status of performance and 
deliveries, if any, contemplated profit or 
fee, and (unless excepted by instructions 
of the Department concerned) copy of 
contract, if available. 

(b) The request and information fur¬ 
nished by the contractor; 

(c) Report of investigation, including 
past dealings with the contractor, and 
comment on the character and respon¬ 
sibility of the contractor, technical abil¬ 
ity, and plant capacity; 

(d) Comment on (1) the need for the 
advance payments for performance of 
the contract, and (2) the benefits to the 
Government from the contemplated 
contract performance; 
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(e) Proposed advance payment con¬ 
tract provisions or supplemental agree¬ 
ment. including proposed security pro¬ 
visions, unless those are to be provided 
by the contract financing office or other 
office; 

(f) The appropriate findings, deter¬ 
mination and authorization (§ 82.60) 
(for signature by the approving au¬ 
thority), unless those are to be pro¬ 
vided by the contract financing office or 
other office; 

<g) Recommendation that the ad¬ 
vance payment be approved; and 

(h) Justification of proposal, if any, 
for waiver of interest charge (§ 82.53). 

§ 82.6-1 Action by contracting officer, 
disapproval. 

If the contracting officer determines 
that the requested advance payment 
should be disapproved, the contractor’s 
request, information submitted, report 
of investigation (if any), and statement 
of reasons for adverse determination 
should be sent forward immediately to 
the Army Comptroller, in the Depart¬ 
ment of the Army, to the Assistant 
Comptroller. Accounting and Finance, in 
the Department of the Navy, and to the 
Deputy for Contract Financing to the 
Assistant Secretary (Financial Manage¬ 
ment) of the Air Force. This informa¬ 
tion may be useful in connection with 
existing or prospective arrangements for 
other financing, and for such further ac¬ 
tion as may be appropriate to enhance 
uniform application of this part. 

§ 82.63 Security; supervision; cove¬ 
nants, 

(a) The advance payment agreement, 
undef any applicable statute, should pro¬ 
vide for deposit of all payments into 
special bank accounts and should include 
suitable covenants to protect the Gov¬ 
ernment’s interest. Advance payments 
under such authorizations should be 
limited to the contractor’s financial 
needs, and withdrawals from the special 
bank accounts provided therefor should 
be closely supervised. The terms govern¬ 
ing advance payments should include as 
security, in addition to or in lieu of the 
requirements for an advance payment 
bond or other security, provision for a 
lien in favor of the Government, para¬ 
mount to all other liens, upon the sup¬ 
plies contracted for, upon the credit 
balance in any special account in which 
such payments may be deposited, and 
upon the material and other property 
acquired for performance of the con¬ 
tract, except to the extent that the Gov¬ 
ernment has valid title thereto. 

(b> Because of the variations in cir¬ 
cumstances of individual cases, no fixed 
rule,can be prescribed for determining 
adequacy of security in a particular case. 
The minimum security will be that re¬ 
quired by the provisions of approved 
contract forms, supplemented by such 
further provisions and arrangements, if 
any, as may be considered appropriate 
for the protection of the Government 
under the circumstances of each case. 
Advance payment bonds usually will not 
be required. When and to the extent 
deemed necessary and appropriate spe¬ 
cial security provisions will be required, 
such as, for example, personal or cor¬ 


porate endorsements or guarantees, 
pledges of collateral, subordination or 
stand-by of other indebtedness, and con¬ 
trols or limitations on profit distribu¬ 
tions, salaries, bonuses or commissions, 
rentals and royalties, capital expendi¬ 
tures, creation of liens, debt retirement 
or stock retirement, and creation of 
additional obligations. 

§ 82.64 Forms of contract provisions 
and supplemental agreements. 

The approved forms for agreement 
covering advance payment special bank 
accounts, and approved forms of advance 
payment contract provisions and sup¬ 
plemental agreements for use in connec¬ 
tion with the several types of approved 
contracts are set out below. Variations 
from the approved forms of contract 
provisions for advance payments should 
be made only when necessary in excep¬ 
tional circumstances, with the approval 
of the person having authority to ap¬ 
prove the particular advance payment 
contract involved. With regard to varia¬ 
tions, it is recognized, for example, that 
there may be exceptional circumstances 
in which it will be beneficial to the Gov¬ 
ernment to modify § 82.64-1 (b) and the 
second sentence of § 82.64-2. 

§ 82.64—1 Forms of agreement for 
special bank account. 

For all advance payments substantially 
the following form of agreement will be 
used for the special bank account or 
accounts: 

Agreement for Special Bank Account 

Agreement entered into this _ day 

of __ 19__ between the United 

States of America, hereinafter called the 
Government, represented by the Contracting 

Officer executing this Agreement,-- 

a corporation under the laws of the State 
of __ hereinafter called the Con¬ 
tractor, and__ a banking corpora¬ 
tion under the laws of-- located 

at_, hereinafter called the Bank. 

Recitals 

(a) Under date of-- 19--, the 

Government and the Contractor entered 
into Contract(s) No. -.. or a Supple¬ 

mental Agreement thereto, providing for the 
making of advance payments to the Con¬ 
tractor. Copy of such advance payment 
provisions has been furnished to the Bank. 

(b) Said Contractor Supplemental Agree¬ 
ment requires that amounts advanced to 
the Contractor thereunder be deposited In 
a Special Bank Account or accounts at a 
member bank or banks of the Federal Reserve 
Svstem or any “Insured” bank within the 
meaning of the Act creating the Federal 
Deposit insurance Corporation (Act of Au¬ 
gust 23. 1935; 49 Stat. 684. as amended; 12 
U.S.C. 264). separate from the Contractor’s 
general or other funds; and, the Bank being 
such a bank, the parties are agreeable to so 
depositing said amounts with the Bank. 

(c) This Special Bank Account shall be 

designated "-- 

(Name of Contractor) 

__Special Bank 

(Department) 

Account.” 

Covenants 

In consideration of the foregoing, and for 
other good and valuable considerations. It is 
agreed that: 

(1) The Government shall have a lien upon 
the credit balance in said account to secure 
the repayment of all advance payments made 
to the Contractor, which lien shall be supe¬ 


rior to any lien or claim of the Bank with 
respect to such account. 

(2) The Bank will be bound by the provi¬ 

sions of said contract or contracts relating 
to the deposit and withdrawal of funds in 
the above Special Bank Account, but shall 
not be responsible for the application of 
funds withdrawn from said account. After 
receipt by the Bank of written directions 
from the Contracting Officer, or from the 
Administering Office designated in the ad¬ 
vance payment contract mentioned above, or 
from the duly authorized representative of 
the Contracting Officer or the Administering 
Office, the Bank shall act thereon and shall 
be under no liability to any party hereto for 
any action taken in accordance with the said 
written directions. Any written directions 
received by the Bank through the Contract¬ 
ing Officer upon Department of the - 

stationery and purporting to be signed by, 

or by the direction of-or his duly 

authorized representative, shall, in so far as 
the rights, duties and liabilities of the Bank 
are concerned, be conclusively deemed to 
have been properly issued and filed with the 
Bank by the Department of the. . 

(3) The Government, or its authorized 
representatives, shall have access to the books 
and records maintained by the Bank with 
respect to Buch Special Bank Account at ail 
reasonable times and for all reasonable pur¬ 
poses, including (but without limiting the 
generality thereof) the Inspection or copy¬ 
ing of such books and records and any and 
all memoranda, checks, correspondence or 
documents appertaining thereto. Such 
books and records shall be preserved by the 
Bank for a period of six (6) years after the 
closing of this Special Bank Account. 

(4) In the event of the service of any writ 

of attachment, levy of execution, or com¬ 
mencement of garnishment proceedings with 
respect to the Special Bank Account, the 
Bank will promptly notify—--- 


(Administering Office) 

In witness whereof the parties hereto have 
caused this agreement to be executed as of 
the day and year first above written. 

(Signatures and Official Titles) 

§ 82.64—2 Advance payment provisions. 

Approved contract provisions for ad¬ 
vance payments, with directions for use 
where appropriate, follow: 

(a) Amount of advance. At the request 
of the Contractor, and subject to the condi¬ 
tions hereinafter set forth, the Government 
shall make an advance payment. „or advance 
payments from time to time, to the Contrac¬ 
tor. No advance payment shall be made (U 
without the approval of the office admlni*' 
tering advance payments (hereinafter called 
the “Administering Office” and designated m 
paragraph (n) (4) below) as to the flnancia 
necessity therefor: (il) in an amount which 
together with all advance payments thereto¬ 
fore made, shall exceed the amount state 
in paragraph (n)(l) below: (lii) without a 
properly certified Invoice or invoices. 

(b) Special bank account. Until all ad¬ 
vance payments made hereunder, and ui- 
terest charges, are liquidated and the Ad¬ 
ministering Office approves in writing tn 
release of any funds due and payable to tn 
Contractor, all advance payments and 
other payments under the contract shall 
made by check payable to the Contract 
and be marked for deposit only in a S P^ 
Bank Account with the bank designated 
paragraph (n)(2) below. No part of 
funds in the Special Bank Account shall 
mingled with other funds of the Contractu 
prior to withdrawal thereof from the Spec 
Bank Account as hereinafter provided- " 
cept as hereinafter provided, each y 
drawal shall be made only by check or 
Contractor countersigned on behalf or 
Government by the Contracting Gulcer, 
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such other person or persons as he may 
designate In writing (hereinafter called the 
“Countersigning Agent”). 

(When considered not reasonably neces¬ 
sary for the protection of the Government, 
the countersignature requirement may be 
waived for contractors who are financially 
strong, with good performance records and 
good past experience with regard to contract 
cost disallowances. In such cases, the fol¬ 
lowing sentence may be added to paragraph 
»)]: 

Until otherwise determined by the Ad¬ 
ministering Office, countersignature on be¬ 
half of the Government will not be required. 

(c) Use of fiends. The funds In the Spe¬ 
cial Bank Account may be withdrawn by the 
Contractor solely for the purposes of making 
payments for direct materials, direct labor, 
and administrative and overhead expenses 
required for the purposes of this contract 
(Including, without limitation, payments in¬ 
cident to termination for the convenience 
of the Government) and properly allocable 
thereto in accordance with generally ac¬ 
cepted accounting principles (subject to any 
applicable provision of Part 15 of Subchapter 
A), or for the purpose of reimbursing the 
Contractor for such payments, and for such 
other purposes as the Administering Office 
may approve In writing. Any interpretation 
required as to the proper use of funds shall 
be made in writing by the Administering 
Office. 

I In the case of a cost-reimbursement con¬ 
tract, InseVt the following paragraph Instead 
of paragraph (c) above.) 

(c^ Use of funds. The funds in the Spe¬ 
cial Bank Account may be withdrawn by the 
Contractor solely for the purposes of making 
payments far items of allowable cost as 

defined in Article_of this contract, or 

to reimburse the Contractor for such items 
of allowable cost, and for such other pur¬ 
poses as the Administering Office may 
approve in writing. Any interpretation re¬ 
quired as to the proper use of funds shall be 
made In writing by the Administering Office. 

(d) Return of funds. The Contractor may 
at any time repay all or any part of the 
funds advanced hereunder. Whenever so re¬ 
quested In writing by the Administering 
Office, the Contractor shall repay to the 
Government such part of the unliquidated 
balance of advance payments as shall in the 
opinion of the Administering Office be in 
excess of current requirements, or (when 
added to total advances previously made and 
liquidated) in excess of the amount speci¬ 
fied in (n) ( 1 ). in the event the Contrac¬ 
tor falls to repay such part of the unliqui¬ 
dated balance of advance payments when so 
requested by the Administering Office, all or 
juy part thereof may be withdrawn from 
the Special Bank Account by checks pavable 
to the Treasurer of the United States signed 

b y the Countersigning Agent and ap¬ 
plied In reduction of advance payments then 
outstanding hereunder. 

d Li Q ui dation. If not otherwise liqui- 

ated, the advance payments made hereunder 
T 7 Interest charges, if any, shall be liqui- 
«4ted as herein provided. When the sum of 

Payments under tills contract, other than 
advance payments, plus the unliquidated 
•mount of advance payments and interest 

v a . r ^ es are equal to (-percent) of the 

fmted contract price of $_, or such 

wount to which the contract price 
“j*yhfive been reduced, plus ( 1 ) increases, tf 

y (not resulting from any provisions for 
Pfico redetermlnatlon or escalation). In the 
Gtatec * contract price not exceeding, 

,n ** aggregate $..* 

(Insert here not more than 
10 percent of stated con¬ 
tract price above) 

No. 208- 3 


and (11) all Increases in contract price re¬ 
sulting from any provision for price redeter¬ 
mination or escalation, the Government shall 
thereafter withhold further payments to the 
Contractor and apply the amounts withheld 
against the Contractor's obligation to repay 
such advance payments and Interest charges 
until such advance payments and* Interest 
charges shall have been fully liquidated. If 
upon completion or termination of the con¬ 
tract. all advance payments and interest 
charges have not been fully liquidated, the 
balances thereof shall be deducted from any 
sums otherwise due or w r hich may become 
due to the Contractor from the Government, 
and any deficiency shall be paid by the Con¬ 
tractor to the Government upon demand. 

[The percentage stated above should not 
be more than 95 percent. In appropriate 
cases, where more rapid liquidation is de¬ 
sirable, the following sentence may be in¬ 
serted at the beginning of paragraph (e), 
with appropriate percentages specified J: 

To liquidate the principal amount of any 
advance payment made to the Contractor 

hereunder, there shall be deductions of__ 

percent from any and all payments made by 
the Government under the contracts 
involved. 

(In case of a cost-reimbursement contract, 
Insert the following paragraph Instead of 
paragraph (e) above.] 

(e) Liquidation. If not otherwise liqui¬ 
dated, the advance payments made hereunder 
and interest charges, if any. shall be liqui¬ 
dated as herein provided. When the sum of 
all payments under this contract, other than 
advance payments, plus the unliquidated 
amount of advance payments and interest 
charges are equal to the total estimated cost 

of $-for the work under this contract 

(not including fixed fee. if any), or such 
lesser amount to which the total estimated 
cost under this contract may have been re¬ 
duced. plus increases, if any, in this total 
estimated cost not exceeding, in the aggre¬ 
gate. $-, 

(Insert not more than 10 percent 
of estimated costs stated above) 

<Including, without limitation, reimbursable 
costs incident to termination for the con¬ 
venience of the Government as estimated by 
the Contracting Officer), the Government 
shall thereafter withhold further payments 
to the Contractor and apply the amounts 
withheld against the Contractor's obligation 
to repay such advance payments and inter¬ 
est charges, until such advance payments 
and interest charges shall have been fully 
liquidated. If upon completion or termina¬ 
tion of the contract all advance payments 
and interest charges have not been fully liq¬ 
uidated, the balances thereof shall bo de¬ 
ducted from any sums otherwise due or which 
may become due to the Contractor from the 
Government, and any deficiency shall be paid 
by the Contractor to the Government upon 
demand. 

(f) Interest charge. Tf required in para¬ 
graph (n) (3) below and at the rate therein 
specified, the Contractor shall pay interest 
to the Government upon the dally unliqui¬ 
dated balance of advance payments made 
under this contract. If the full amount of 
such interest Is not paid by deduction or 
otherwise upon the completion or termina¬ 
tion of this contract, the deficiency shall be 
paid by the Contractor to the Government 
upon demand. Interest at the rate specified 
in paragraph (n)(3) shall be computed at 
the end of each calendar month In the man¬ 
ner herein specified on the average dally 
balance of the principal of the advance pay¬ 
ments outstanding. Notwithstanding 
monthly computation, interest shall be com¬ 
puted for the actualnumber of days Involved, 
on the basis of a 365 or 366 day year as the 
case may be. In determining such balance. 


(1) charges on account of the advance pay¬ 
ments to the Contractor shall be made as 
of the date of the checks therefor, and (2) 
credits arising from deductions from pay¬ 
ments to the Contractor shall be made as of 
the date of issue of the checks for such pay¬ 
ments. (For cost-reimbursement contracts, 
use. instead of (2) above: (2) credits result¬ 
ing from deductions from cost reimburse¬ 
ments shall be made upon the approval of the 
vouchers by the Disbursing Officer, as of the 
dates respectively upon which the Contractor 
presents to the Contracting Officer or his 
duly authorized representative full and ac¬ 
curate data for the preparation of each such 
voucher, which date as to each such voucher 
shall be certified by the Contracting Officer 
or his duly authorized representative.] Also, 
in determining such balance, credtts arising 
from cash repayments to the Government 
by the Contractor shall be made as of the 
date the checks therefor are received by the 
Disbursing Officer. As soon as such monthly 
computations shall have been made, the in¬ 
terest charge so determined shall be deducted 
from any payments otherwise due to the 
Contractor under the contracts on which ad¬ 
vance payments have been made. (For cost- 
plus-flxed-fee contracts, use the following. 
Instead of the next preceding sentence: As 
soon a s such monthly computations shall 
have been made, the interest charge so de¬ 
termined shall be deducted from any pay¬ 
ments on account of the fixed fee which may 
be made to the Contractor from time to time 
under the Contract.] In the event the ac¬ 
crued interest exceeds any such payment, the 
excess of such Interest shall be carried for¬ 
ward and deducted from subsequent pay¬ 
ments on account of the contract price or 
fixed fee as the case may be. The interest 
shall not be compounded, and shall, subject 
to the provisions of paragraph (k) hereof, 
cease to accrue with respect to each contract 
upon which advance payments are outstand¬ 
ing hereunder, upon termination of such 
contract for other than the fault of the 
Contractor, or upon the date found by the 
Contracting Officer to be the date upon which 
the Contractor completed his performance 
under the contract. 

(g) Bank agreement. Before an advance 
payment is made hereunder, the Contractor 
shall transmit to the Administering Office, 
in the form prescribed by such office, an 
Agreement in triplicate from the bank in 
which the Special Bank Account is estab¬ 
lished. clearly setting forth the special char¬ 
acter of the account and the responsibilities 
of the bank thereunder. Wherever possible, 
such bank shall be a member bank of the 
Federal Reserve System, or an "Insured” bank 
within the meaning of the Act creating the 
Federal Deposit Insurance Corporation (Act 
of August 23. 1935. 49 Stat. 684, as amended; 
12 U.S.C. 264). 

(h) Lien on special bank account. The 
Government shall have a lien upon any bal¬ 
ance in the Special Bank Account paramount 
to all other liens, which lien shall secure 
the repayment of any advance payments 
made hereunder together with Interest 
charges thereon. 

(i) Lien on property under contract. Any 
and all advance payments made under this 
contract, together with Interest charges 
thereon, shall be secured, when made, by a 
lien In favor of the Government, paramoimt 
to all other liens, upon the supplies or other 
things covered by this contract and on all 
material and other property acquired for or 
allocated to the performance of this contract, 
except to the extent that the Government 
by virtue of any other provision of this con¬ 
tract. or otherwise, shall have valid title to 
such supplies, materials, or other property 
as against other creditors of the Contractor. 
The Contractor shall identify by marking 
or segregation ^11 property which is subject 
to a lien in favor of the Government by vir¬ 
tue of any provision of this contract in such 











8582 

a way as to Indicate that It Is subject to such 
lien and that it has been acquired for or 
allocated to the performance of this con¬ 
tract. If for any reason such supplies, ma¬ 
terials, or other property are not identified 
by marking or segregation, the Government 
shall be deemed to have a lien to the extent 
of the Government’s Interest under this 
contract on any mass of property with which 
such supplies, materials, or other property 
are commingled. The Contractor shall 
maintain adequate accounting control over 
such property on its books and records. If 
at any time during the progress of the work 
on the contract it becomes necessary to de¬ 
liver any item or items and materials upon 
which the Government has a lien as afore¬ 
said to a third person, the Contractor shall 
notify such third person of the lien herein 
provided and shall obtain from such third 
person a receipt, in duplicate, acknowledging, 
inter alia, the existence of such lien. A 
copy of each receipt shall be delivered by 
the Contractor to the Contracting Officer. If 
this contract Is terminated In whole or In 
part and the Contractor is authorized to sell 
or retain termination inventory acquired for 
or allocated to this contract, such sale or 
retention shall be made only if approved by 
the Contracting Officer, which approval shall 
constitute a release of the Government’s 
lien hereunder to the extent that such ter¬ 
mination Inventory is sold or retained, and 
to the extent that the proceeds of the sale, 
or the credit allowed for such retention on 
the contractor’s termination claim, is applied 
in reduction of advance payments then out¬ 
standing hereunder. 

(J) Insurance. The Contractor represents 
and warrants that it is now maintaining with 
responsible insurance carriers, (i) insurance 
upon its own plant and equipment against 
fire and other hazards to the extent that 
like properties are usually Insured by others 
operating plants and properties of similar 
character in the same general locality; (ii) 
adequate insurance against liability on ac¬ 
count of damage to persons or property; and 
(ill) adequate insurance under all applicable 
workmen’s compensation laws. The Con¬ 
tractor agrees that, until work under this 
contract has been completed and all advance 
payments made hereunder have been liqui¬ 
dated. it will (i) maintain such insurance; 
(ii) maintain adequate insurance upon any 
materials, parts, assemblies, sub-assemblies, 
supplies, equipment and other property ac¬ 
quired for or allocable to this contract and 
subject to the Government lien hereunder; 
and (ill) furnish such certificates with re¬ 
spect to its Insurance as the Administering 
Office may from time to time require. 

(k) Default provisions . Upon the happen¬ 
ing of any of the following events of de¬ 
fault, (i) termination of this contract by 
reason of fault of the Contractor (ii) a find¬ 
ing by the Administering Office that the 
Contractor (1) has failed to observe any of 
the covenants, conditions or warranties of 
these provisions or has failed to comply with 
any material provision of this contract, or 

(2) has so failed to make progress, or is in. 
such unsatisfactory financial condition, as 
to endanger performance of this contract, or 

(3) has allocated inventory to this contract 
substantially exceeding reasonable require¬ 
ments, or (4) is delinquent in payment of 
taxes or of the costs of performance of this 
contract in the ordinary course of business; 
(ill) appointment of a trustee, receiver or 
liquidator for all or a substantial part of 
the Contractor’s property, or Institution of 
bankruptcy, reorganization, arrangement or 
liquidation proceedings by or against the 
Contractor; (iv) service of any writ of at¬ 
tachment, levy of execution, or commence¬ 
ment of garnishment proceedings with 
respect to the Special Bank Account; or (v) 
the commission of an act of bankruptcy; the 
Government, without limiting any rights 
which it may otherwise have, may, in its 


RULES AND REGULATIONS 

discretion and upon written notice to the 
Contractor, withhold further withdrawals 
from the Special Bank Account and withhold 
further payments on this contract. Upon 
the continuance of any such events of de¬ 
fault for a period of thirty (30) days after 
such written notice to the Contractor, the 
Government may, in Its discretion, and 
without limiting any other rights which the 
Government may have, take the following 
additional actions as It may deem appro¬ 
priate in the circumstances; (a) withdraw 
all or any part of the balance in the Special 
Bank Account by checks payable to the 
Treasurer of the United States signed solely 
by the Countersigning Agent and apply such 
amounts in reduction of advance payments 
then outstanding hereunder and in reduc¬ 
tion of any other claims of the Government 
against the contractor; (b) charge Interest 
on advance payments outstanding during the 
period of any such default at the rate of 
six percent (6%) per annum; (c) demand 
immediate repayment of the unliquidated 
balance of advance payments hereunder; or 
( d) take possession of and. with or without 
advertisement, sell at public sale at which 
the Government may be the purchaser, or at 
a private sale, all or any part of the property 
on which the Government has a lien under 
this contract and, after deducting any ex¬ 
penses incident to such sale, apply the net 
proceeds of such sale in reduction of the 
unliquidated balance of advance payments 
hereunder and In reduction of any other 
claims of the Government against the 
Contractor. 

(l) Prohibition against assignment. Not¬ 
withstanding any other provision of this 
contract, the Contractor shall not transfer, 
pledge, or otherwise assign this contract, or 
any interest therein, or any claim arising 
thereunder, to any party or parties, 
bank, trust company, or other financing 
institution. 

(m) Information—access to records. The 
Contractor shall furnish to the Administer¬ 
ing Office signed or certified balance sheets 
and profit and loss statements monthly, or 
at such other intervals as may be required, 
together with a monthly report on the opera¬ 
tion of the Special Bank Account in pre¬ 
scribed form, and such other information 
concerning the operation of the Contractor’s 
business as may be requested. The Contrac¬ 
tor shall afford to authorized representatives 
of the Government proper facilities for in¬ 
spection of the Contractor’s books, records 
and accounts. 

(n) Designations and determinations — 

(1) Amount. The aggregate amount of the 

ments at any time outstanding hereunder 
shall not exceed $__ [or. alternatively: \ 

(1) Amount. The aggregate amount of the 

advance payments to be made hereunder 
(less the aggregate amounts paid or with¬ 
drawn pursuant to paragraph (d) shall not 
exceed $__ 

(2) Depository. The bank designated for 

the deposit of payments made hereunder 
shall be_ 

(3) Interest charge. Interest shall be 
charged In the manner provided herein at 
the rate of five percent per annum. | In the 
case of advance payments made without 
Interest, insert the following:! No interest 
shall be charged for advance payments made 
hereunder, except as provided for In para¬ 
graph (k)(b). The Contractor shall charge 
interest at the rate of five percent per annum 
on sub-advances or down payments to sub¬ 
contractors, and such Interest will be cred¬ 
ited to the account of the Government. 
However, interest need not be charged on 
sub-advances on nonprofit subcontracts with 
nonprofit educational or research institu¬ 
tions for experimental, research or develop¬ 
ment work. 

(4) Administering Office. The office ad¬ 

ministering advance payments is designated 
as- 


(o) Other security. The terms of this con¬ 
tract shall be considered adequate security 
for advance payments hereunder, except that 
if at any time the Administering Office deems 
the security furnished by the Contractor to 
be inadequate, the Contractor shall furnish 
such additional security as may be satisfac¬ 
tory to the Administering Office, to the 
extent that such additional security is 
available. 

(p) Representations and warranties. To 
Induce the making of the advance payments, 
the Contractor represents and warrants that: 

(1) The balance sheet, the profit and loss 
statement and any other supporting finan¬ 
cial statements, hereto furnished to the Ad¬ 
ministering Office, fairly reflect the financial 
condition of the Contractor at the date 
6hown on said balance sheet and the results 
of the operation for the period covered by 
the profit and loss statement, and since said 
date there has been no materially adverse 
change In the financial oonditicn of the 
Contractor. 

(2) No litigation or proceedings are pres¬ 
ently pending or threatened against the 
Contractor, except as shown in the above 
statements. 

(3) The Contractor, apart from liability 
resulting from the renegotiation of defense 
production contracts, has no contingent lia¬ 
bilities not provided for or disclosed in the 
financial statements furnished to the Admin¬ 
istering Office. 

(4) None of the provisions herein contra¬ 
venes or is in conflict with the authority 
\mder which the Contractor is doing busi¬ 
ness or with the provision of any existing 
Indenture or agreement of the Contractor. 

(5) The Contractor has the power to enter 
into this contract and accept advance pay¬ 
ments hereunder, and has taken all neces¬ 
sary action to authorize such acceptance 
under the terms and conditions of this 
contract. 

(6) None of the assets of the Contractor 
is subject to any lien or encumbrance of 
any character except for current taxes not 
delinquent, and except as shown in the 
financial statements furnished by the Con¬ 
tractor to the Administering Office. There 
has been no assignment of claims under any 
contract affected by these advance payment 
provisions, or if there has been any assign¬ 
ment, such assignments have been ter¬ 
minated. 

(7) All information furnished by the Con¬ 
tractor to the Administering Office in con¬ 
nection with each request for advance 
payments is true and correct. 

(8) These representations and warranties 
shall be continuing, and shall b? deemed 
to have been repeated by the submission of 
each invoice for advance payments. 

(q) Subadvances. Substantially the fol¬ 
lowing provision should be included in the 
contract when subadvances arc contem¬ 
plated : 

Subject to the prior written approval or 
the Administering Office, funds from the 
Special Bank Account may be used by the 
Contractor to make advance payments or 
down payments to subcontractors and mate¬ 
rialmen in advance of performance by the 
subcontractor or materialman. Such sub¬ 
advances shall not exceed_- percent of 

the subcontract price or estimated cost as 
the case may be, and the subcontractors or 
materialmen to whom such advances are 
made shall furnish adequate security there¬ 
for. Unless other security is required by the 
Administering Office, covenants in subcon¬ 
tracts, expressly made for the benefit of the 
Government providing for a Special Ban* 
Account for the subad vance, with Govern¬ 
ment lien thereon, and providing for a Gov¬ 
ernment lien % paramount to all other liens* 
on all property under such subcontract, ana 
imposing upon the subcontractor and the 
depository bank substantially the same 
dutiesjand giving the Government substauq 
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tially the same rights as are provided here¬ 
in (and in the Agreement for Special Bank 
Account supplementary hereto) between the 
Go vernment, the Contractor and the Bank, 
may be considered as adequate security for 
such subadvance. 

(r) Covenants. The following are ex¬ 
amples of some special provisions (subject 
to modification to adapt to the circumstances 
or individual cases) that may be utilized 
when and to the extent deemed appropriate 
in particular cases. 

Turing the period of time that advance 
payments may be made hereunder and so 
long as any such advance payments remain 
unliquidated, the Contractor shall not, with¬ 
out the prior written consent of the Ad¬ 
ministering Office— 

(1) Mortgage, pledge, or otherwise en¬ 
cumber, or suffer to be encumbered, any of 
the assets of the contractor now owned or 
hereafter acquired by it, or permit any pre¬ 
existing mortgages, liens, or other encum¬ 
brances to remain on or attach to any assets 
of the Contractor which are allocated to the 
performance of this contract and with re¬ 
spect to which the Government has a lien 
hereunder; 

(2) Sell, assign, transfer, or otherwise dis¬ 
pose of accounts receivable, notes or claims 
for money due or to become due; 

(3) Declare or pay any dividends, except 
dividends payable In stock of the corpora¬ 
tion. or make any other distribution on ac¬ 
count of any shares of its capital stock, or 
purchase, redeem, or otherwise acquire for 
value any such stock, except as required by 
sinking fund or redemption arrangements 
reported to the Administering Office incident 
to the establishment of these advance pay¬ 
ment provisions: 

(4) Sell, convey, or lease all or a sub¬ 
stantial part of Its assets; 

(5) Acquire far value the 6tock or other 
securities of any corporation, municipality, 
or Governmental authority, except direct 
obligations of the United States; 

(6> Make any advance or loan to or incur 
any liability as guarantor, surety, or accom¬ 
modation endorser for any other firm, person, 
or corporation; 

(7) Permit a writ of attachment or any 
similar process to be issued against its prop¬ 
erty without procuring release thereof or 
bonding the same within 30 days after the 
entry of the writ of attachment or any simi¬ 
lar process; 

(8) Pay any salaries, commissions, bo¬ 
nuses. or other remuneration In any form or 
maimer to its directors, officers, or key em¬ 
ployees in excess of existing rates of pay¬ 
ments or of rates provided in existing agree¬ 
ments. in connection with which notice has 
been given to the Administering Office, or 
accrue such excess remuneration without 
first obtaining an agreement subordinating 
the ime to all claims of the Government 
hereunder, or employ any person at a rate of 

compensation in excess of 9 __ per 

annum; 

(9) Make any substantial change in man¬ 
agement. ownership, or control of the 

corporation; 

(10) Merge or consolidate with any other 
or corporation, change the type of its 

business or engage in any transaction outside 
“io ordinary course of its business as pres- 
caUy conducted; 

(11) Deposit any of its funds except in a 
baui: or trust company insured by the Fed¬ 
eral Deposit Insurance Corporation; 

(12) Create or incur indebtedness for bor¬ 
rowed money or advances other than ad¬ 
duces to be made hereunder, except as 
apeemed herein; 

(}3) Make or covenant itself to make 
ejcpendltures exceeding in the aggre- 

Permit lts net current assets, cal- 

u mied in accordance with generally ac¬ 


cepted accounting principles, to become less 
than 9_; or 

(15) Make any payments on account of 
the obligations listed below, except In the 
manner and to the extent herein provided. 

§ S2.65 Pooled advance payments; gen¬ 
eral. 

Advance payments are sometimes use¬ 
ful and convenient for financing the 
performance of more than one contract, 
under a single advance payment agree¬ 
ment. Such an agreement is called an 
advance payment pool agreement. An 
advance payment pool agreement may be 
entered into as a separate agreement for 
advance payments, or may be incorpo¬ 
rated initially in a contract for supplies 
or services, or added to such a contract 
by amendment or supplement. Advance 
payment pool agreements are especially 
convenient for the financing of non¬ 
profit contracts with nonprofit educa¬ 
tional or research institutions for ex¬ 
perimental, or research and development 
work, when several contracts or a series 
of contracts require financing by ad¬ 
vance payments. When advance pay¬ 
ments are appropriate, pooled advance 
payments may also be used to finance 
performance of other types of contracts 
held by a single contractor. They may 
be established without regard to the 
number of appropriations involved, and 
regardless of the fact that contracts 
affected may be those of more than one 
purchasing office, procuring activity, or 
Military Department. If more conven¬ 
ient or otherwise preferable, there also 
may be more than one advance payment 
pool agreement in force at the same time 
with a single contractor, designed 
separately to finance contracts of the 
Military Departments respectively con¬ 
cerned, or of one or more procuring 
activities respectively. Advance pay¬ 
ment pool agreements may be estab¬ 
lished under either or both of the 
statutes mentioned in paragraph § 82.8. 

§ 82.63-1 Distinction between pool con¬ 
tracts and designated pool contracts. 

An advance payment pool agreement 
may cover a broad area of a contractor’s 
financial needs rather than piecemeal 
segments related to separate contracts. 
A pool arrangement is based upon the 
contractor’s financing requirements for 
a group of Government contracts to be 
performed at the same time. The mon¬ 
etary requirements for the group of 
contracts are considered in fixing the 
maximum dollar amount for the advance 
payment pool agreement. Advances are 
not made on each separate contract, but 
can be made on and charged against one 
or more large, long term contracts, so as 
to supply the monetary requirements for 
smaller contracts included in the ad¬ 
vance payment pool. A contract to 
which the advance payments are charged 
is called a designated pool contract. All 
other contracts linked to the pool agree¬ 
ment are called the pool contracts. 

§ 82.66 Advance payment pool agree¬ 
ments ; special features. 

The principal features distinguishing 
an advance payment pool agreement 
from an advance payment provision af¬ 
fecting only a single contract are: 


(a) The advance payment pool agree¬ 
ment specifies a “designated pool con¬ 
tract’’ or two or more “designated pool 
contracts.” and provides for substitution 
from time to time of new or different 
contracts as the “designated pool con¬ 
tract (s) ;** 

(b) When there is only one designated 
pool contract, all advance payments are 
charged against that designated pool 
contract. When there is more than one 
designated pool contract, each advance 
payment made is charged against one of 
the designated pool contracts, except 
that when the foregoing is not possible, 
the advance must be allocated specifically 
by amounts to two or more designated 
pool contracts; 

(c) Liquidation of advance payments 
is geared to the stated contract price, or 
total estimated cost, if applicable, of the 
“designated pool contract(s) 

(d) The advance payment pool agree¬ 
ment either lists other contracts as “pool 
contracts,” or provides for inclusion of 
other contracts as “pool contracts” by 
reference to the advance payment pool 
agreement in such contracts, and pro¬ 
vides for the subsequent inclusion of 
other contracts as “pool contracts 

(e) All payments under all of the pool 
contracts, including designated pool con¬ 
tracts, are made into the advance pay¬ 
ment Special Bank Account; 

(f) The appropriate provisions of the 
advance payment clause are made appli¬ 
cable to all pool contracts, including the 
designated pool contracts. 

§ 82.67 Liquidation; designated pool 
contracts; administering office. 

It is imperative for each advance pay¬ 
ment pool that effective arrangements be 
made to insure that there will not be 
overpayments, and that timely liquida¬ 
tion is accomplished against each desig¬ 
nated pool contract. For each pool 
agreement, there must be a single ad¬ 
ministering office, and to the greatest ex¬ 
tent possible there should be only one 
finance office or disbursing office for all of 
the contracts affected by the pool, espe¬ 
cially those contracts w r hich are desig¬ 
nated pool contracts. 

§ 82.68 Pooled advance payments; un¬ 
derstandings. 

Pooled advance payments affecting 
contracts of more than one Military De¬ 
partment necessarily require agreement 
by those concerned with a given case. 
There has not been sufficient experience 
with pooled advance payments to per¬ 
mit full coverage by these regulations. 
However, certain understandings which 
have been reached on some of the prob¬ 
lems involved are set out below, for the 
guidance of all concerned. 

(a) There should be no single exclusive 
procedure for establishing an advance 
payment pool agreement. Requests for 
pooled advance payments may be initi¬ 
ated at the level of the contracting 
officer, or chief of a procuring activity, 
or at Departmental headquarters. 

(b) When the advance payment pool 
is to affect contracts of more than one 
Military Department, the authorizing 
Department ordinarily would be the one 
having preponderant interest in the con- 
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tractor’s backlog of unfinished contracts, 
along the lines of § 82.40. Possible ex- 
ceptions to the preponderance principle 
are cases in which it w’ould be more con¬ 
venient to use a relatively large long 
term contract of a non-preponderant 
Department as the “designated pool con¬ 
tract,” or where it is fairly expected that 
preponderance will shift during the term 
of the advance payment pool agreement. 

(c) Inclusion of contracts of another 
Military Department in an advance pay¬ 
ment pool arrangement, either as “pool 
contracts” or as a “designated pool con¬ 
tract,” requires approval of the contract 
financing office of each Department con¬ 
cerned. This may be accomplished by 
concurrence in provisions of the pool 
agreement permitting inclusion of con¬ 
tracts of another Department, or by sep¬ 
arate approvals in connection with the 
addition of such contracts to the advance 
payment pool. 

(d) Situations may occur in which the 
remaining payments available on all pool 
contracts are not sufficient to liquidate 
outstanding advance payments. These 
circumstances will not affect the normal 
practice by which the net amount pay¬ 
able by or to the Government on each 
separate contract is determined by off¬ 
setting mutual debits and credits of the 
Government and the contractor respec¬ 
tively arising under each separate con¬ 
tract. For advance payments that re¬ 
main outstanding after adjustment for 
debits and credits under each separate 
contract, amounts realized from the 
special pool bank account, from property 
covered by the advance payment lien, 
and from any other recoveries available 
for liquidation of advance payments 
should be applied first to liquidation of 
the remaining outstanding advance pay¬ 
ments, ratably in proportion to the 
amount of unliquidated advance pay¬ 
ments outstanding on each contract re¬ 
spectively. If there is only one open 
designated pool contract, the entire ad¬ 
vance payment loss should fall on that 
contract. If there is more than one open 
designated pool contract on which ad¬ 
vance payments remain outstanding 
after adjustment for debits and credits 
under each separate contract, the ad¬ 
vance payment loss (insofar as contracts 
of two or more Military Departments are 
involved) will fall on all of those desig¬ 
nated pool contracts, ratably in propor¬ 
tion to the amount of unliquidated 
advance payments outstanding on each 
contract respectively. 

(e) Records will not be maintained to 
show separately the amount of advance 
payments invested in each one of the 
separate pool contracts. The keeping of 
such records is unnecessary, and would 
not be consistent with the purposes of 
pooled advance payment^ to provide nec¬ 
essary contract financing in such way as 
to minimize administrative effort and 
inconvenience of contractors and the 
Government. 

Subpart E—Progress Payments Based 
on Costs 

§ 82.69 Scope* 

This subpart provides uniform pol¬ 
icies, procedures, and forms for progress 
payments based on costs. 


RULES AND REGULATIONS 

§ 82.69-1 References. 

Sections 82.1, 82.2, 82.3, 82.4, 82.5, 
82.10, 82.11, 82.12, and all of Subpart B 
apply to all progress payments, whether 
based on costs or on a percentage or 
stage of completion. 

§ 82.69—2 Exclusions. 

This subpart does not apply to (a) 
cost-reimbursement type contracts, ex¬ 
cept as to progress payments to subcon¬ 
tractors and suppliers thereunder 
(§ 82.83), or (b) /jontracts for construc¬ 
tion (as defined in § 10.101-6 of this 
chapter), or for shipbuilding or ship 
conversion, alteration or repair, when 
such contracts provide for progress pay¬ 
ments based on a percentage or stage of 
completion. 

§ 82.69—3 Contract coverage. 

Except as provided in § 82.69-2. this 
subpart applies to all contracts (§ 1.201-6 
of this chapter) providing for progress 
payments. This subpart applies to new 
procurement, to contract changes con¬ 
cerning progress payments, and to ex¬ 
isting contracts whenever consistent 
therewith. 

§ 82.70 Percentage or stage of comple¬ 
tion. 

Progress payments based on a percent¬ 
age or stage of completion will be con¬ 
fined to contracts for construction 
<§ 10.101-6 of this chapter), shipbuilding 
and ship conversion, alteration or repair. 
For all other contracts, including any 
separate contracts for engines, machin¬ 
ery, equipment or other components for 
ships, the only types of progress payment 
provisions will be those based on costs, 
as authorized herein. However, on 
existing contracts which provide for 
progress payments based on a percentage 
or stage of completion, it is not required 
that provision for progress payments 
based on costs be substituted in connec¬ 
tion with future amendments, supple¬ 
ments or modifications, if such substitu¬ 
tion is found impracticable. See 
§ 82.85-1. 

§ 82.71 Ccncral. 

It is not and has not been the policy 
of the Department of Defense that the 
proper use of progress payments should 
be stopped or unreasonably curtailed. 
Progress payments are sometimes neces¬ 
sary and useful to supplement the work¬ 
ing funds available to defense contrac¬ 
tors of all sizes. It seldom should be 
necessary for progress payments based 
on costs to exceed 85 percent of direct 
labor and material costs, or 70 percent of 
total costs, of the work done under the 
undelivered portion of the contract. 

§ 82.71—1 Requests for proposals. 

Requests for proposals shall state that 
contract provision for progress payments 
will be made in conformity with regula¬ 
tions, and that the need for progress 
payments conforming to regulations will 
not be considered as a handicap or ad¬ 
verse factor in the award of contracts. 

§ 82.72 Customary progress payments; 
standards. 

(a) Certain types of production con¬ 
tracts involve a long “lead time” or pre¬ 


paratory period, normally approximat¬ 
ing six months or more between the 
beginning of work and the first delivery, 
and may require contractor’s pre- 
delivery expenditures that will have a 
material impact on the contractors 
working funds. Familiar examples in¬ 
clude, among others, contracts for 
aircraft, engines, complex items of elec¬ 
trical or electronics equipment, heavy 
handling equipment, production ma¬ 
chines and equipment, tanks and other 
items of heavy ordnance. 

(b) Progress payments have been 
traditional and customary on this class 
of contracts, on the basis of a percent¬ 
age of total costs or of direct labor and 
material costs. 

(c) Percentages for customary prog¬ 
ress payments shall be not more than 
70 percent of total costs or 85 percent of 
direct labor and material costs cf the 
work done under the undelivered portion 
of the contract, except that for nego¬ 
tiated contracts with small business 
concerns and for procurement by “Small 
Business Restricted Advertising” or pur¬ 
suant to § 82.73-3, these percentiles 
may be 75 percent of total costs or 90 
percent of direct labor and material 
costs whenever deemed reasonably nec¬ 
essary. Higher percentages will be 
regarded as unusual, and not within the 
category of customary progress pay¬ 
ments. 

(d) The long lead time or preparatory 
period in these cases, and the accom¬ 
panying pre-delivery expenditures that 
may have a material impact on the con¬ 
tractor’s working funds, are regarded as 
making these customary progress pay¬ 
ments reasonably necessary, and as 
making the general preference for pri¬ 
vate financing not applicable to this 
class of cases. Provision for customary 
progress payments will be made as a 
matter of course when requested by 
contractors who are known (from expe¬ 
rience or adequate pre-award investiga¬ 
tion) to be reliable, competent, capable 
of satisfactory performance, ii} satisfac¬ 
tory financial condition, and to have an 
adequate accounting system and con¬ 
trols. In such cases, it is not necessary 
to require projections of cash receipts 
and expenditures or other demonstration 
of actual reasonable need fer progress 
payments. However, in order to mini¬ 
mize administrative effort and expense, 
progress payments will be discouraged 
on relatively small contracts of the 
stronger and larger contractors who are 
not small business concerns, e.g.. con¬ 
tracts for less than $1,000,000. If a 
small business concern, and the contract 
involved, meet the above standards for 
customary progress payments, the small¬ 
ness of the contract shall not deter the 
making of provision for customary 
progress payments to such small busi¬ 
ness concerns. 

§ 82.72—1 Applicability of percentages 

The standard percentages authorized 
by §§ 82.72 and 82.73 shall apply to new 
contracts, new procurement effected by 
supplements, amendments or modifica¬ 
tions of existing contracts, definitive 
contracts superseding letter contracts* 
instruments effecting new procurement 
under basic or master agreements, and 
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to all supplements, amendments or 
modifications which affect or provide for 
progress payments, as well as to any out¬ 
standing contracts which contain op¬ 
tional provision as to progress payment 
percentages, after due notice by the 
contracting officer. See § 82.93. 

§ 82.72—2 Amendment to reduce per¬ 
centages. 

Contracting officers are authorized 
and encouraged to negotiate amend¬ 
ments of existing contracts so as to re¬ 
duce the progress payment percentages 
therein stated to the standard percent¬ 
ages mentioned in §§ 82.72 and 82.73. 

§ 82.72-3 Indefinite quantity contracts. 

For indefinite quantity contracts, con¬ 
templating requisitions, delivery orders, 
work orders, task orders, job orders or 
their equivalent, if the contractor meets 
all other requirements for customary 
progress payments, the decision as to 
whether progress payments come within 
the customary category will depend upon 
estimates of the amount of work ex¬ 
pected to be done, and the production 
lead time expected to be necessary for 
the major part of the work anticipated. 
In these cases, provision for progress 
payments in the indefinite quantity con¬ 
tract may be deemed customary if the 
amounts involved, and the production 
lead time, will result in the substantial 
equivalent of the customary progress 
payments. The standards for unusual 
progress payments govern when prog¬ 
ress payments are not of the customary 
type. 

§ 82.72—4 Administration. 

When progress payments are provided 
in the cases mentioned in § 82.72-3, such 
as indefinite quantity contracts for over¬ 
haul or maintenance, (a) the contract 
price is deemed to be the total of the 
amount of requisitions, delivery orders, 
work orders, task orders or their equiva¬ 
lent issued under the basic contract, 
<b) costs for progress payment purposes 
we the cost allocable to all such requisi¬ 
tions, etc., and (c) payments and liqui¬ 
dations will be handled in the same way 
as if all such requisitions, etc., consti¬ 
tuted work under a single fixed-price 
type contract. 

§82.73 Formal advertising; small busi¬ 
ness restricted advertising. 

Incident to formal advertising, invita¬ 
tions for bids shall provide for progress 
Payments in the manner and under the 
circumstances stated below. 

§ 82.73—1 Progress payment provision 
in imitations for bids. 

(a) When progress payments are con¬ 
templated, the invitations for bids shall 
state that upon written request by the 
Prospective contractor a progress pay¬ 
ment clause (to be included in the invita¬ 
tions for bids or identified by appropriate 
reference therein, and to be the appro¬ 
priate- one of the contract clauses at 70 
Percent of total costs or 85 percent of 
^osts of direct labor and materials will be 
^eluded in the contract at the time of 
5^ rcl - These invitations for bids pro- 
viaing for progress payments shall also 
■ 1 tkafc the need lor progress payments 


conforming to regulations will not be 
considered as a handicap or adverse fac¬ 
tor in the award of contracts, and that 
bids including requests for progress pay¬ 
ments will be evaluated on an equal basis 
with bids not including requests for 
progress payments. 

<b) Provision for progress payments 
shall be made in invitations for bids 
whenever the contracting officer con¬ 
siders (1) that the period between the 
beginning of work and the required first 
production delivei*y will exceed six 
months, or (2) that progress payments 
will be useful or necessary by reason of 
circumstances that will involve substan¬ 
tial accumulation of pre-delivery costs 
that may have a material impact on a 
contractor's working funds (including 
but not limited to substantial small busi¬ 
ness set-asides expected to involve a rela¬ 
tively large predelivery accumulation of 
materials, purchased parts or compo¬ 
nents). 

(c) Provision for progress payments 
shall also be made in invitations for bids 
whenever it is estimated that the pro¬ 
curement will involve approximately 
$100,000 or more and that bids are likely 
to be submitted by one or more small 
business concerns, unless the procure¬ 
ment is within one or more of the ex¬ 
cepted categories set out below. Provi¬ 
sion for progress payments ordinarily 
will not be made in invitations for bids 
when the procurement is for quick turn¬ 
over items of kinds for which predelivery 
financing by progress payments is not 
the custom or practice on sales by mem¬ 
bers of the industry to private commer¬ 
cial customers, such as (1) subsistence, 
(2) clothing and apparel, (3) “off-the- 
shelf” items, and (4) standard commer¬ 
cial items or equivalent items (including 
medical and dental supplies), not requir¬ 
ing substantial accumulation of prede¬ 
livery expenditures. 

(d) Reasonable doubts should be re¬ 
solved in favor of inclusion of progress 
payment provisions in invitations for 
bids, in order to (I) facilitate necessary 
contract financing assistance to small 
suppliers and (2) avoid the necessity for 
rejecting, as non responsive, bids condi¬ 
tioned on progress payments when the 
invitations for bids do not provide for 
progress payments. 

§ 82.73-2 Small business restricted ad¬ 
vertising. 

The above policy and standards also 
apply to procurement by “Small Business 
Restricted Advertising,” except that in 
'"Small Business Retricted Advertising” 
(and also for procurement pursuant to 
§ 82.73-3). when deemed reasonably nec¬ 
essary, provision may be made for prog¬ 
ress payment percentages up to 75 per¬ 
cent of total costs or 90 percent of costs 
of direct labor and material. 

§ C2.73—3 Progress payments exclusive¬ 
ly for small business. 

A stated purpose of Public Law 85-800, 
72 Stat. 966, is “to improve opportunities 
for small business concerns to obtain a 
fair proportion of Government purchases 
and contracts.” One of the sections of 
this statute amended 10 U.S.C. 2307 by 
providing that contracting agencies 


“may—insert in bid solicitations—a pro¬ 
vision limiting to small business con¬ 
cerns—progress payments.” In further¬ 
ance of the purposes of this statute, 
whenever provision for progress pay¬ 
ments is to be made in invitations for 
bids (as provided by §§ 82.73-1 and 82.73- 
4), careful consideration shall be given 
as to whether or not the contemplated 
availability of progress payments shall 
be restricted to small business concerns 
only. If it is considered by the contract¬ 
ing officer that progress payments should 
not be reasonably necessary for prospec¬ 
tive bidders other than small business 
concerns, the provision for progress 
payments (§ 82.73-1) and the notice 
to bidders (§ 82.73-4) will be supple¬ 
mented by a limitation to the effect that 
“The progress payments clause will be 
available to small business concerns only, 
and will not be included for contractors 
who are not small business concerns.” 
(For percentages, see §§ 82.72 and 
82.73-2.) 

§ 82.73-4 Notice to bidders. 

Those invitations for bids that make 
provision for progress payments (§ 82.73- 
1) should contain substantially the fol¬ 
lowing notice to bidders: 

Progress Payments 

The need for progress payments conform¬ 
ing to regulations (Part 82, Subchapter G) 
will not be considered as a handicap or 
adverse factor In the award of contracts. 
Bidders desiring progress payments In 
accordance with the Progress Payment clause 
Rttaclied hereto, shall Include a written re¬ 
quest therefor In their bids, and bids includ¬ 
ing requests for progress payments will be 
evaluated on an equal basis with bids not 
Including a request for progress payments. 
Blanks, if any, in the attached Progress 
Payment clause, will be filled In by the Con¬ 
tracting Officer, before award. In conformity 
with regulations. 1 If a bid does not contain 
a request for progress payment provision, 
the Progress Payment clause wlU not be in¬ 
cluded in the contract as awarded. 

§ 82.73-5 Total costs clause preferable. 

The Total Costs clause (§ 82.79-1) is 
preferable to the Direct Labor and Ma¬ 
terials Cost clause (§ 82.79-2) in pro¬ 
curement by formal advertising and 
in Small Business Restricted Advertis¬ 
ing. When the Total Costs clause 
<§ 82.79-1) is used, it is not necessary to 
make the cost estimates and computa¬ 
tions that are required before the appro¬ 
priate percentages can be determined 
for (a)(3)(ii), (a)(4) and (b) of the 
Direct Labor and Materials Cost clause 
(§ 82.79-2). Generally, the principles of 
§§ 82.92 and 82.93-6 should be simpler 
to apply to the Total Cost3 clause 
(§ 82.79-1) than to the Direct Labor and 
Materials Cost clause (§ 82.79-2). 

§ 02.73—6 Nan-responsive bids; unin¬ 
vited progress payment condition. 

To minimize the possibility of mis¬ 
understandings, the recipients of invita¬ 
tions for bids, or those included on bid¬ 
ders lists, should be informed and kept 
aware that when invitations for bids do 
not provide for progress payments, prog¬ 
ress payment clauses cannot be included 


1 Omit the third sentence, above, when the 
Total Costs clause ($ 82.79-1) is used. 
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in the contract at time of award, and 
that bids conditioned upon provision for 
progress payments will have to be re¬ 
jected as nonresponsive. This precau¬ 
tionary warning notice may be included 
in invitations for bids, or may accom¬ 
pany invitations for bids, or may be 
otherwise circulated or made known to 
prospective bidders by such means as are 
considered appropriate. Also, prospec¬ 
tive bidders who are not small business 
concerns should be given appropriate 
precautionary warning notice that when 
invitations for bids provide for progress 
payments for small business concerns 
only (§ 82.73—3), progress payment pro¬ 
vision cannot be made for contractors 
who are not small business concerns, and 
that bids of those who are not small 
business concerns, if conditioned upon 
provision for progress payments, will 
have to be rejected as nonresponsive. 

§ 82.74 Unusual progress payments; 
standards; procedure. 

(a) Progress payments based on costs, 
other than progress payments of the 
class and within the limits set forth in 
§§ 82.72 and 82.73, will be regarded as 
unusual, and will require special ap¬ 
proval. This is deemed necessary for 
the purpose of minimizing risks, and in 
order to establish and maintain the 
greatest practicable uniformity with re¬ 
gard to such progress payments within 
and among the Military Departments. 
Any contractor seeking provision for 
progress payments that is “unusual," 
within the meaning of these regulations, 
will be required to demonstrate fully his 
actual need therefor, with due regard to 
the preference for private financing, in¬ 
cluding guaranteed loans. Requests for 
“unusual" progress payments shall be 
approved only under exceptional cir¬ 
cumstances and must have the specific 
approval of the Head of a Procuring 
Activity (§ 1.201-4) or of a general or 
flag officer designated for that purpose. 

(b) Such cases must involve a prepar¬ 
atory period requiring contractor’s pre¬ 
delivery expenditures that are large in 
relation to the contract price and in rela¬ 
tion to the contractor's working capital 
and credit. Contract provisions for 
progress payments in this category will 
be only supplementary to private financ¬ 
ing, including guaranteed loans, in 
amounts necessary for contract per¬ 
formance. The percentage rates and 
cost bases for progress payments on new 
procurement in this category will be de¬ 
termined on a minimum basis commen¬ 
surate with the contractor’s production 
schedule requirements and minimum in¬ 
ventory lead time, with due regard to 
the contractor’s projected cash needs, 
cash resources and| their planned appli¬ 
cation. 

(c) All requests involving progress 
payments at rates exceeding 85 per¬ 
cent (or 90 percent for small busi¬ 
ness concerns) of direct labor and 
material costs or exceeding 70 percent 
(or 75 percent for small business 
concerns) of total costs, if regarded 
favorably by the Head of a Procuring 
Activity (§ 1.201-4) or by a specially 
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designated general or flag officer within 
a procuring activity, will be forwarded, 
with supporting information, for ap¬ 
proval of a designated office or person 
at departmental headquarters of the Mil¬ 
itary Department directly concerned. 
Such office or person may be the contract 
financing office at departmental head¬ 
quarters or such person or persons, lo¬ 
cated at departmental headquarters and 
responsible to the Under or Assistant 
Secretary responsible for the comptroller 
function, as may be designated for this 
purpose by such Under or Assistant Sec¬ 
retary. Such requests, before approval, 
will be coordinated speedily with repre¬ 
sentatives of the other Military Depart¬ 
ments and of the Assistant Secretary of 
Defense (Comptroller). When approval 
is given by the contract financing office, 
or other designated representative of the 
Under or Assistant Secretary above- 
mentioned, such approval will ordinarily 
extend to future contracts with the same 
contractor, so that resubmission of 
future similar requests for unusual prog¬ 
ress payments to that contractor need 
not be required unless so indicated on 
the initial approval or thereafter re¬ 
quired by the approving authority after 
review of the contractor’s current con¬ 
dition and circumstances. 

§ 82.75 Accounting system and controls. 

The contractor’s accounting system 
and controls must be adequate for the 
proper administration of progress pay¬ 
ments. If the contractor’s accounting 
system and controls have been found (by 
experience or by one of the Military 
audit agencies) to be sufficient and re¬ 
liable for segregation and accumulation 
of contract costs, no further examina¬ 
tion should be necessary so long as the 
efficiency and reliability of the contrac¬ 
tor’s system and controls are main¬ 
tained. In all doubtful cases, including 
contracts with contractors with whom 
a military audit agency has had no ex¬ 
perience within the next preceding 
twelve months, the adequacy of the con¬ 
tractor’s accounting system and controls 
shall be determined, and any necessary 
changes accomplished, before inclusion 
of a progress payment clause in a con¬ 
tract. For this purpose, the services of 
the military audit agencies should be 
utilized to the greatest extent prac¬ 
ticable. 

§ 82.76 Information required. 

The information required to support 
a contract provision for progress pay¬ 
ments is that which is found necessary 
under the circumstances of each case to 
establish that the case complies with 
Subparts B and E of this part. For 
guidance as to necessity for financial 
information and analysis, and the scope, 
depth and detail of analysis, see particu¬ 
larly §§ 82.27 and 82.28. 

§ 82.77 Advance payments. 

When advance payments and progress 
payments are authorized in the same 
contract, progress payment percentages 
will not exceed 85 percent of direct 
labor and material costs or 70 percent of 
total costs, whichever may be applicable. 


§ 82.78 Definitions. 

As used in this subpart, the terms In 
§§ 82.78-1 to 82.78-9 have the meanings 
set forth. 

§ 82.78—1 Progress payments. 

See § 82.11. The term “progress pay¬ 
ments" must be distinguished from 
“partial payments." The term “partial 
payments" describes only (a) payments 
for partial deliveries accepted by the 
Government under a contract, or (b) 
partial payments on contract termina¬ 
tion claims. 

§ 82.78-2 Customary progress pay- 
merits. 

See §§ 82.72 and 82.73. 

§ 82.78-3 Unusual progress payments. 

See § 82.74. 

§ 82.78-4 Costs. 

Costs include all expenses of contract 
performance which are reasonable, 
allocable to the contract, consistent with 
sound and generally accepted accounting 
principles and practices, and not ex¬ 
cluded by the contract. The term 
“costs" includes “incurred costs" when 
the contractor is not delinquent in pay¬ 
ment of costs of contract performance in 
the ordinary course of business. It may 
also include incurred costs, after such 
delinquency, to the extent provided in 
§ 82.93-4. 

§ 82.78-5 Incurred costs. 

Incurred costs are those costs identi¬ 
fied through the use of the accrual 
method of accounting and reporting. As 
to invoices, incurred costs include only 
invoices for completed work to which the 
prime contractor has acquired title, for 
materials delivered (to which the prime 
contractor has acquired title), for serv¬ 
ices rendered, and for costs billed under 
cost reimbursement or time and material 
subcontracts for work to which the prime 
contractor has acquired title, and paid 
invoices for progress payments to sub¬ 
contractors (when such progress pay¬ 
ments are specifically provided for by the 
prime contract), all properly recorded on 
the books of the contractor and identi¬ 
fied w r ith the contract. Costs incurred 
include costs of direct labor, direct ma¬ 
terial, and direct services identified with 
and necessary for the performance of 
the contract, and also all properly allo¬ 
cated and allowable overhead (indirect) 
costs as shown by the books of the 
contractor. 

§ 82.78—6 Unliquidated progress pay¬ 
ments. 

Unliquidated progress payments are 
the aggregate sum of all progress pay¬ 
ments made, less the aggregate sum of 
amounts applied to reduce progress 
payments. 

§ 82.78-7 Contract price. 

The term “contract price" means the 
total amount fixed by the contract (other 
than any portion of the contract specifi¬ 
cally providing for cost reimbursement 
only), as amended, to be paid for com¬ 
plete performance of the contract. I* 
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the contract provides for escalation or 
for redetermination of price, this term 
means the initial price until changed and 
not the ceiling price. If the contract is 
of the incentive type, this term means 
the initial or target price until changed, 
and not the ceiling or maximum price. 
For letter contracts and similar prelim- 
in ry contractual instruments, this term 
means the maximum expenditure au¬ 
thorized by the contract, as amended. 

§ 1I2.7&-8 Amendments, supplements, 
and modification*. 

The terms "amendment,’* "supple¬ 
ment/’ and "modification” are used in¬ 
terchangeably, and whenever one of 
these terms is used it includes the others. 
The terms "separate new contracts,” 
and “separate contracts,” as used herein, 
do not include "amendments.” 

§ 82.78-9 Deviation, 

The term "deviation” means (a) any 
change, addition to, or deletion from the 
com ract clauses and certificate forms re¬ 
quired by this subpart, (b) any contract 
provision, outside the progress payment 
clause, which would have the effect of 
aiming or changing the effect of the 
progress payment clauses provided here¬ 
in. and (c) any variation from 
these regulations. Actions pursuant to 
§ 82.30-6 are not deviations. 

§ 82.79 Contract clause*. 

Except as otherwise provided in § 82.85, 
one of the following progress payments 
clauses shall be used whenever progress 
payments are to be made to a contractor 
ba^ed upon a percentage of costs, 
whether or not the contract schedule 
presides for reimbursement of progress 
payments to subcontractors. See 
§ 82 79-3. 

§ 82.79—1 Total cost* clause. 

Progress Payments 

Progress payments shall be made to the 
Cu; factor as work progresses, from time to 
time upon request, in amounts approved 
by the Contracting Officer upon the follow- 
big terms and conditions: 

(a) Computation of amounts. (1) Unless 
a smaller amount is requested, each progress 
Payment shall be (i) 70 percent of the 
am °unt of the Contractor’s total costs In¬ 
curred under this contract plus (il) to the 
exi nt If any provided in the Schedule, the 
amount of the progress payments made by 
the- Contractor to Its subcontractors and re¬ 
maining unliquidated; all less the sum of 
previous progress payments. 

(2) The Contractor’s total costs ((a)(1) 
'* 1 1 sh ull be reasonable, allocable to this 
contract, and consistent with sound and gen¬ 
erally accepted accounting principles and 
practices. However, such costs shall not in¬ 
clude (i) any costs incurred by subcontrac¬ 
ts or suppliers, or (11) any payments or 
amounts payable to subcontractors or sup¬ 
pliers except for completed work (including 
P^ttai deliveries) to which the Contractor 
acquirM title and except for amounts 
paid or payable under cost-reimbursement 
time and material subcontracts for work 
to which the Contractor has acquired title, 
1 bi) costs ordinarily capitalized and sub¬ 
ject to depreciation or amortization except 
0r the properly depreciated or amortized 
P°Mon of such costs. 

The amount of unliquidated progress 
Payments shall not exceed the lesser of (i) 
>?. percent of the costs mentioned in (a)(1) 

\ ). above, plus any unliquidated progress 


payments mentioned in item (a)(1)(H), 
above, both of which are applicable only to 
the supplies and services not yet delivered 
and Invoiced to and accepted by the Govern¬ 
ment, or (ii) 70 percent of the total con¬ 
tract price of supplies and services not yet 
delivered and invoiced to and accepted by 
the Government, less unliquidated advance 
payments. 

(4) The aggregate amount of progress pay¬ 
ments made shall not exceed 70 percent of 
the total contract price. 

(5) If at any time a progress payment 
or the unliquidated progress payments ex¬ 
ceed the amount permitted by this paragraph 

(a) , the Contractor shall pay.the amount 
of such excess to the Government upon 
demand. 

(b) Liquidation. Except as provided in 
the clause entitled "Termination For Con¬ 
venience of the Government/’ all progress 
payments shall be liquidated by deducting 
from any payment under tills contract, other 
than advance or progress, the amount of 
unliquidated progress payments, or 70 per¬ 
cent 1 of the gross amount invoiced, which¬ 
ever is less. Repayment to the Government 
required by a retroactive price reduction will 
be made after recalculating liquidations and 
payments on past Invoices at the reduced 
prices and adjusting the unliquidated prog¬ 
ress payments accordingly. 

(c) Reduction or suspension. The Con¬ 
tracting Officer may reduce or suspend prog¬ 
ress payments, or liquidate them at a rate 
higher than the percentage stated in (b) 
above, or both, whenever he finds upon 
substantial evidence that the Contractor (1) 
has failed to comply with any material re¬ 
quirement of this contract, (il) has so failed 
to make progress, or is in such unsatisfactory 
financial condition, as to endanger perform¬ 
ance of tills contract, (111) has allocated 
inventory to this contract substantially ex¬ 
ceeding reasonable requirements, (lv) is de¬ 
linquent In payment of the costs of per¬ 
formance of this contract in the ordinary 
course of business, (v) has so failed to make 
progress that the unliquidated progress pay¬ 
ments exceed the fair value of the work 
accomplished on the undelivered portion of 
this contract, or (vi) Is realizing less profit 
than the estimated profit used for establish¬ 
ing a liquidation percentage in paragraph 

(b) , if that liquidation percentage is less 
than the percentage stated in paragraph 
(a)(1). 

(d) Title. When any progress payment 
Is made under this contract, title to all parts; 
materials; inventories; work in process; 
special tooling as defined in the clause of this 
contract entitled "Special Tooling;" non¬ 
durable (i.e., noncapital) tools. Jigs, dies, 
fixtures, molds, patterns, taps, gauges, test 
equipment, and other similar manufacturing 
aids not included within the definition of 
special tooling in such "Special Tooling" 
clause; and drawings and technical data (to 
the extent delivery thereof to the Govern¬ 
ment is required by other provisions of this 
contract); theretofore acquired or produced 
by the Contractor and allocated or properly 
chargeable to this contract under sound and 
generally accepted accounting principles and 
practices shall forthwith vest In the Govern¬ 
ment; and title to all like property thereafter 
acquired or produced by the Contractor and 
allocated or properly chargeable to this con¬ 
tract as aforesaid shall forthwith vest in the 
Government upon said acquisition, produc¬ 
tion or allocation. Notwithstanding that 
title to property Is In the Government 
through the operation of this clause, the 
handling and disposition of such property 
shall be determined by the applicable pro¬ 
visions of this contract such as: the Default 
clause and paragraph (h) of this clause; 
Termination for Convenience of the Govern¬ 


1 For lower percentage for this paragraph, 
see § 82.81-2. 


ment clause; and the Special Tooling clause. 
Current production scrap may be sold by 
the Contractor without approval of the Con¬ 
tracting Officer and the proceeds shall be 
credited against the costs of contract per¬ 
formance. With the consent of the Con¬ 
tracting Officer and on terms approved by 
him, the Contractor may acquire or dispose 
of property to which title is vested in the 
Government pursuant to this clause, and in 
that event, the costs allocable to the property 
so transferred from this contract shall be 
eliminated from the costB of contract per¬ 
formance and the Contractor shall repay 
to the Government (by cash or credit memo¬ 
randum) an amount equal to the unliqui¬ 
dated progress payments allocable to the 
property so transferred. Upon completion 
of performance of all the obligations of the 
Contractor under this contract, including 
liquidation of all progress payments here¬ 
under, title to all property (or the proceeds 
thereof) which had not been delivered to and 
accepted by the Government under this con¬ 
tract or which had not been Incorporated 
in supplies delivered to and accepted by the 
Government under this contract and to 
which title has vested In the Government 
under this clause shall vest In the Con¬ 
tractor. The provisions of this contract re¬ 
ferring to or defining liability for Govern¬ 
ment-furnished property shall not apply to 
property to which the Government shall have 
acquired title solely by virtue of the pro¬ 
visions of this clause. 

(e) Risk of loss. Except to the extent 
that the Government shall have otherwise 
expressly assumed the risk of loss of prop¬ 
erty. title to which vests in the Government 
pursuant to this clause. In the event of the 
loss, theft or destruction of or damage to 
any such property before its delivery to and 
acceptance by the Government, the Contrac¬ 
tor shall bear the risk of loss and shall repay 
the Government an amount equal to the 
unliquidated progress payments based on 
costs allocable to such lost, stolen, destroyed 
or damaged property. 

(f) Control of costs and property. The 
Contractor shall maintain an accounting 
system and controls adequate for the proper 
administration of this clause. 

(g) Reports; access to records. Insofar 
as pertinent to the administration of this 
clause, the Contractor will (1) furnish 
promptly such relevant reports, certificates, 
financial statements, and other information 
as may be reasonably requested by the Con¬ 
tracting Officer, and (2) give the Government 
reasonable opportunity to examine and verify 
its books, records and accounts. 

(h) Special provisions regarding default. 
If tills contract is terminated pursuant to 
the clause entitled "Default,** (1) the Con¬ 
tractor shall, upon demand, pay to the Gov¬ 
ernment the amount or unliquidated prog¬ 
ress payments and (2) with respect to all 
property as to which the Government elects 
not to require delivery under the clause en¬ 
titled "Default," title shall vest In the Con¬ 
tractor upon full liquidation of progress 
payments, and the Government shall be 
liable for no payment except as provided by 
the "Default" clause. 

(1) Reservations of rights. The rights 
and remedies of the Government provided 
in this clause shall not be exclusive, and are 
in addition to any other rights and remedies 
provided by law or under this contract. No 
payment, or vesting of title pursuant to this 
clause, shall excuse the Contractor from per¬ 
formance of its obligations under this con¬ 
tract, nor constitute a waiver of any of the 
rights and remedies of the parties under this 
contract. No delay or failure of the Govern¬ 
ment in exercising any right, power or privi¬ 
lege under this clause shall affect any such 
right, power or privilege, nor shall any single 
or partial exercise thereof preclude or Impair 
any further exercise thereof or the exercise 
of any other right, power or privilege of the 
Government. 
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§ 82.79-2 Direct labor and materials 
cost clause. 

Progress Payments 

Progress payments shall be made to the 
Contractor as work progresses, from time to 
time upon request, in amounts approved by 
the Contracting Officer upon the following 
terms and conditions: 

(a) Computation of amounts. (1) Unless 
a smaller amount is requested, each progress 
payment shall be (1) 85 percent of the 
amount of the Contractor’s costs incurred 
of direct labor and material 1 only under this 
contract plus (ii) to the extent, if any, pro¬ 
vided in the Schedule, the amount of prog¬ 
ress payments made by the Contractor to its 
subcontractors and remaining unliquidated: 
all less the sum of previous progress pay¬ 
ments. 

(2) The Contractor’s costs above-men¬ 
tioned (<a) (1) (I)) shall be reasonable, 
allocable to this contract, and consistent 
with sound and generally accepted account¬ 
ing principles and practices. However, such 
coats shall not include (i) any costs incurred 
by subcontractors or suppliers, or (li) any 
payments or amounts payable to subcontrac¬ 
tors or suppliers, except for completed work 
(including partial deliveries) to which the 
Contractor has acquired title, and except for 
amounts paid or payable under cost-reim¬ 
bursement or time and material subcontracts 
for work to which the Contractor has ac¬ 
quired title, or (hi) costs ordinarily capi¬ 
talized and subject to depreciation or 
amortization except for the properly depre¬ 
ciated or amortized portion of such costs. 

(3) The amount of unliquidated progress 
payments shall not exceed the lesser of (1) 
85 percent of the costs mentioned in (a) 
(1)(1), above, plus any unliquidated prog¬ 
ress payments mentioned in (a)(1)(H). 
above, both of which are applicable only to 
the supplies and services not yet delivered 
and invoiced to and accepted by the Govern¬ 
ment, or (il)—percent of the total contract 
price of supplies and services not yet de¬ 
livered and invoiced to and accepted by the 
Government, less unliquidated advance pay¬ 
ments. (For percentage here and in (a) (4), 
see the first bracketed instruction in (b) 
below. ] 

(4) The aggregate amount of progress pay¬ 
ments made shall not exceed_percent 

of the total contract price. 

(6) If at any time a progress payment or 
the unliquidated progress payments exceed 
the amount permitted by this paragraph 
(a), the Contractor shall pay the amount 
of such excess to the Government upon 
demand. 

(b) Liquidation. Except as provided In 

the clause entitled “Termination For Con¬ 
venience of The Government," all progress 
payments shall be liquidated by deducting 
from any payment under the contract, other 
than advance or progress, the amount of 
unliquidated progress payments, or_per¬ 

cent [insert a percentage which is to 85 per¬ 
cent as the amount of estimated costs form¬ 
ing the basis for progress payments is to 
the amount of the estimated total costs] of 
the gross amount invoiced, whichever is less. 
Repayment to the Government required by a 
retroactive price reduction will be made after 
recalculating liquidations and payments on 
past invoices at the reduced prices and ad¬ 
justing the unliquidated progress payments 
accordingly. [For percentage for this para¬ 
graph, lower than the percentage computed 
pursuant to the above instruction and 
§ 82.81-1 (b). see § 82.81-2.] 

(c) Reduction or suspension. The Con¬ 
tracting Officer may reduce or suspend prog¬ 
ress payments, or liquidate them at a rate 


1 Strike out "labor and" or "and material’* 
if progress payments are limited to single 
direct cost. 


higher than the percentage stated In (b) 
above, or both, whenever he finds upon sub¬ 
stantial evidence that the Contractor (1) has 
failed to comply with any material require¬ 
ment of this contract, (2) has so failed to 
make progress, or is in such unsatisfactory 
financial condition, as to endanger perform¬ 
ance of this contract, (3) has allocated in¬ 
ventory to this contract substantially exceed¬ 
ing reasonable requirements. (4) is incurring 
costs, whether or not of the kinds eligible 
for progress payments under paragraph (a) 
(1) above, which are higher than the re¬ 
spective estimated costs used for establish¬ 
ing the liquidation percentage In paragraph 
(b) above, (5) is delinquent in payment of 
the costs of performance of this contract in 
the ordinary course of business, or (6) has 
so failed to make progress that the unliqui¬ 
dated progress payments exceed the fair value 
of the work accomplished on the undelivered 
portion of this contract. 

(d) Title. (Same as paragraph (d) or 
"Total Costs" clause.) 

(e) Risk of loss. (Same as paragraph (e) 
of "Total Costs" clause.) 

(f) Control of costs and property. (Same 
as paragraph (f) of "Total Costs" clause.) 

(g) Reports;' access to records. (Same as 
paragraph (g) of "Total Costs" clause.) 

(h) Special provisions regarding default. 
(Same as paragraph (h) of "Total Costs" 
clause.) 

(1) Reservations of rights. (Same as par¬ 
agraph (i) of "Total Costs" clause.) 

§ 82.79—8 ^Schedule provision for prog¬ 
ress payments to subcontractor!!. 

Where it has been determined (see 
§ 82.82) that the contractor shall be re¬ 
imbursed for progress payments made 
to subcontractors, the following language 
shall be inserted in the Schedule of the 
contract, in connection with the use of 
one of the progress payment clauses set 
forth in §§ 82.79-1 and 82.79-2. Con¬ 
tractors should be encouraged to include 
the following provisions in the Schedule 
of contracts providing for progress pay¬ 
ments, and to extend progress payments 
to subcontractors on subcontracts con¬ 
forming to the standards mentioned in 
§ 82.82. 

Progress Payments to Subcontractors 

(a) The Contractor shall be reimbursed In 
accordance with the clause entitled "Progress 
Payments" for all of the progress payments 
made by the Contractor to subcontractors 
under subcontract progress payment provi¬ 
sions which (l) are substantially similar to 
and as favorable to the Government as that 
clause (and no more favorable to the sub¬ 
contractor than that clause Is to the Con¬ 
tractor), and (li) make all rights of the 
subcontractor with respect to all property to 
which the Government has title pursuant 
to the subcontract, subordinate to the rights 
of the Government to require delivery of 
such property to it In the event of default 
by the Contractor under this contract or in 
the event of the bankruptcy or Insolvency 
of the subcontractor. 

(b) The Government agrees that any pro¬ 
ceeds received by it from property to which 
it has acquired title by virtue of such provi¬ 
sions in any subcontract shall be applied to 
reduce the amount of unliquidated progress 
payments made by the Government to the 
Contractor under this contract. In the event 
the Contractor fully liquidates such progress 
payments made by the Government to it 
hereunder and there are progress payments 
to any subcontractors which are unliqui¬ 
dated. the Contractor shall be subrogated 
to all the Government's rights by virtue of 
such provisions in the subcontract or sub¬ 
contracts involved as if all such rights had 


been thereupon assigned and transferred to 
the Contractor. 

§ 82.80 General instructions for prog¬ 
ress payment clauses. 

The instructions below apply to the 
clauses required by § 82.79 and set forth 
in §§ 82.79-1 and 82.79-2. 

§ 82.80-1 Contracting officer. 

The term “contracting officer'* as 
used in this subpart means the con¬ 
tracting officer as defined in § 1.201-5 of 
this chapter. 

§ 82.80—2 Variation in percentages. 

The percentages stated in (a) (1) <0 of 
the clauses in §§ 82.79-1 and 82.79-2 are 
the normal percentages for the custom¬ 
ary progress payments authorized by 
§82.72. Higher percentages may be 
provided in the manner and to the ex¬ 
tent authorized by § 82.74. Lower per¬ 
centages may be used in fa) (1) CD of 
§§ 82.79-1 and 82.79-2 when agreed, and 
will be used for unusual progress pay¬ 
ments when found adequate in accord¬ 
ance with the standards' set forth in 
§ 82.74. Such lower percentages shall 
not be utilized for progress payments 
pursuant to § 82.73. 

§ 82.80-3 Total cost basis; percentage 
other than 70 percent. 

If a percentage other than 70 percent 
is specified in (a) (lMi) of the total costs 
clause set forth in § 82.79-1, the per¬ 
centage actually specified Jin (a)<lMi) 
of the Progress Payment clause of the 
contract shall also be specified in (a) 

(3) (i), (a) (3) (ii), (a) (4; and <b) of the 
Progress Payment clause. (As to (b), 
see § 82.81.) 

§ 82.80-4 Limited cost basis; other per¬ 
centages. 

When the Progress Payment clause set 
forth in § 82.79-2 is used, the percentage 
actually specified in (a) ( 1) (1) of the 
Progress Payment clause of the contract 
will also be specified in (a) f3> fi> * Tbe 
percentage to be specified in (a) (3> <ii>» 
(a)(4), and (b) of that clause will be 
computed in the manner provided in 
§ 82.81-1, except that a percentage 
higher than the percentage so computed 
may be specified in paragraph ib) if 
agreed. Subject to this exception per¬ 
mitting use of a higher percentage in <b) 
(or a lower percentage in (b) estab¬ 
lished pursuant to §82.81-2), the per¬ 
centage to be specified in (a) (3) (ii> . 

(4) , and (b) will thus be a percentage 
which is to the percentage in (a)(1) & 
the amount of estimated costs forming 
the basis for progress payments is to 
the amount of estimated total costs oi 
performance of the undelivered portion 
of the contract. This same principle win 
apply if a narrower cost basis, more 
limited than the cost basis stated m 
§ 82.79-2, is utilized for progress pay¬ 
ments. (See § 82.80-5.) 

§ 82.80-5 Cost basis less than direct 
labor and material costs. 

Instead of the direct labor and mate¬ 
rial cost basis provided tfi £ 82.79--, 
narrower and more limbed cost basis 
for progress payments umj be utilize 
for that clause, such as direct labo 
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only, direct material only, or direct labor 
or material costs applicable only to cer¬ 
tain specified items, or specified direct 
costa other than direct labor or material 
costs. Appropriate changes will be made 
in (a)(l)(i) of the clause set forth in 
5 62.79-2 when such a narrower and 
more limited cost basis is to be used. 
For example, if eligible costs are to be 
limited to direct material costs, the 
words “labor and*' should be deleted 
from (aMlHi); or. if eligible costs are 
to be limited to direct labor costs, the 
words “and material” should be deleted 
from (a) <1) (i). 

§ 62. CO— 6 Ollier protective provisions. 

When deemed reasonably necessary 
fur the protection of the Government, 
the clauses set forth in §§ 82.79-1 and 
82.79-2 may be supplemented by addi¬ 
tional protective provisions, such as per¬ 
sonal or corporate guarantees, subordi- 
na*. ns or stand-bys of indebtedness, 
special bank accounts, and other protec¬ 
tive covenants of the kinds outlined in 
item (r) of § 82.64-2. 

§ 82.81 Progress payment liquidation. 

Controlling principles for liquidation 
of progress payments based on costs are 
set out below. 

§82.81—1 Ordinary method. 

Except as authorized by § 82.81-2, the 
required method for liquidation and the 
applicable liquidation percentages are: 

<a) when costs other than for direct 
labor and material are in the base for 
Progress payments, the percentage of 
the contract price of delivered items to 
be applied for liquidation of progress 
payments will be not less than the per¬ 
centage of costs upon which progress 
payments are based, e.g., when progress 
Payments are based on 75 percent of all 
costs, liquidation will be at a rate not 
less than 75 percent of the contract price 
of ‘ f'parate items as they are delivered, 
or when progress payments are based on 
10 percent of all costs, liquidation will 
be at a rate not less than 70 percent of 
the contract price of separate items as 
they are delivered; 

<b> when progress payments are 
based on 90 percent (or specified lesser 
Percentage) of the costs of direct labor 
and material, the rate of liquidation of 
Progress payments will be not less than 
SO percent (or the specified lesser per¬ 
centage) of the percentage of estimated 
total costs represented by the estimated 
costs of direct labor and material. Thus, 
for example, if the base for progress pay¬ 
ments is 90 percent of the costs of direct 
®bor and material, and if estimated 
costs of direct labor and material are 70 
Percent of total estimated costs, liquida¬ 
tion will be at a rate not less than 63 
Percent <90 x 70) of the contract price of 
separate items as they are delivered. See 
$ 82.81-3. 

§ 82.8 1_2 Alternate method. 

<a) The above method for liquidation 

Progress payments <§ 82.81-1) will not 

PPIy if, a t the inception of a contract 
pn the basis of satisfactory cost esti¬ 
mates) or thereafter by amendment 
^oased on satisfactory data on cost ex¬ 
perience and estimated future costs) the 
No. 208-1 


parties shall agree on a percentage rate 
of liquidation w T hich will (1) effect liqui¬ 
dation of the amount of progress pay¬ 
ments involved in each invoice from 
which liquidation of progress payments 
is to be made (i.e., recovery of the por¬ 
tion of costs for which progress payments 
have been made), (2) permit payment 
to the contractor of not more than the 
cost of items delivered and accepted (less 
allocable progress payments) and his 
earned profit on those items, and (3) in¬ 
sure that unliquidated progress pay¬ 
ments will not exceed the percentage 
specified in the contract, of the costs 
forming the base for progress payments, 
applicable only to that portion of the 
contract which has not been delivered, 
accepted and invoiced. 

(b) However, when progress payments 
are made at 75 percent of the total costs, 
this percentage for liquidation cf 
progress payments, lower than that pre¬ 
scribed by § 82.81-1, to the extent ap¬ 
propriate, shall not be fixed at a rate 
less than 70 percent except as provided 
in paragraph (c) of this section. If the 
progress payment percentage of total 
costs is less than 75 percent, comparable 
relationship between the progress pay¬ 
ment percentage and the above minimum 
liquidation percentage shall be main¬ 
tained. Similar principles as to mini¬ 
mum liquidation percentages shall be 
applied when progress payments are to 
be made at 90 percent of the costs of di¬ 
rect labor and material, or on a more 
limited cost base, or at lesser percentages 
of limited costs. For example, when 
progress payments are made at 70 per¬ 
cent of the total costs, this percentage 
for liquidation of progress payments, 
lower than that prescribed by § 82.81-1, 
to the extent appropriate, shall not be 
fixed at a rate less than 65.3 percent ex¬ 
cept as provided in paragraph (c) of this 
section. 

(c) With regard only to items for 
which final prices have been established 
under contracts, progress payment liqui¬ 
dation percentages conforming to the 
standards stated in paragraph (a) of 
this section, but less than the minimum 
liquidation percentages stated and out¬ 
lined in paragraph (b) of this section, 
(e.g., less than 70 percent wlien progress 
payments are based on 75 percent of to¬ 
tal cost or less than 65.3 percent when 
progress payments are based on 70 per¬ 
cent of total costs) may be established 
by amendment of contracts upon submis¬ 
sion of satisfactory information by the 
contractor showing separately (1) the 
cost of items that have been delivered, 
accepted and invoiced, (2) the cost of 
work not delivered, accepted and in¬ 
voiced, (3) the estimated costs of com¬ 
pletion, and (4) an applicable profit on 
the items for which final prices have 
been established that is higher than the 
amount of profit permitted to be released 
by application of the progress payment 
liquidation percentage then specified in 
the contract. 

(d) Liquidation percentage rates as 
described herein, less than those pre¬ 
scribed by § 82.81-1 will not be established 
initially or by amendment except on the 
basis of satisfactoi'y cost data and esti¬ 
mates furnished by the contractor. Con¬ 


tracts may be amended to reduce the 
liquidation rate not more frequently 
than once in each period of twelve 
months. See § 82.81-3. 

§ 82.81—3 Liquidation percentages. 

(a) Liquidation percentages shall 
conform to § 82.81-1, except as author¬ 
ized by § 82.81-2. 

(b) In the application of paragraphs 

(a) and (b) of § 82.81-2, when progress 
payments are at the rate of 75 percent of 
all costs, the minimum liquidation per¬ 
centage of 70 percent would not apply 
if the estimated profit rate is less than 
7.3 percent of total costs. If, for ex¬ 
ample, the estimated profit rate is 5 per¬ 
cent of total costs, the minimum liquida¬ 
tion percentage permitted by (a) and 

(b) of § 82.81-2 would be approximately 
71.5 percent. At this 5 percent profit 
rate, assuming (1) price $105, (2) costs 
$100, and (3) progress payments $75. this 
minimum liquidation rate of 71.5 percent 
would be necessary for recovery of the 
$75 of progress payments from the $105 
delivery billing (75-1-105=71.5 percent, 
and 0.715X$105=$75.07>. The same 
principles are applicable when, pursuant 
to paragraph (c) of § 82.81-2, a liquida¬ 
tion rate lower than the 70 percent mini¬ 
mum is to be established. For example, 
assuming an established profit rate of 8 
percent of total costs of items for which 
final prices have been established, the 
minimum liquidation rate for those items 
would be 69.5 percent when progress 
payments are at the rate of 75 percent of 
total costs. Assuming, (i) fixed price 
$108, (ii) costs $100, and (iii) progress 
payments $75, the calculation would be: 
75-:-108=0.6944, and (rounding this up¬ 
ward to 0.695), 0.695X$108=$75.06. 

(c) Paragraph (b) of § 82.81-1 pro¬ 
vides the standards, and gives an ex¬ 
ample for establishing the minimum 
liquidation percentage when progress 
payments are to be at 90 percent of costs 
of direct labor and material (or lesser 
percentages of more limited costs). In 
the application of paragraphs (a) and 
(b) of § 82.81-2, when progress payments 
are at the rate of 90 percent of costs of 
direct labor and material, examples of 
the minimum liquidation rates are: 

(1) When costs of direct labor and 
material are 70 percent of total costs, 
and the profit rate is 5 percent of total 
costs, the minimum liquidation percent¬ 
age would be 60 percent. Assuming 
price $105, costs $100, costs of direct 
labor and material $70, and progress pay¬ 
ments $63, then 63-^105=60 percent. 
Application of the 60 percent liquidation 
percentage to the delivery price of $105 
recovers the $63 of progress payments. 

(2) On assumptions the same as ex¬ 
ample (1), above, except that costs of 
direct labor and material are computed 
at 80 percent of total costs ($80 of the 
total costs of $100), so that progress pay¬ 
ments on the item are $72 (90 percent of 
$80), the minimum liquidation percent¬ 
age would be 68.6 percent (72-5-105=68.6 
percent, i.e., 68.57 percent rounded up¬ 
ward to 68.6 percent). Application of 
this 68.6 percent liquidation percentage 
to the delivery price of $105 recovers 
$72.03 against the $72 of progress 
payments. 
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(d) In line with the standards set for 
progress payments based on 75 percent 
of all costs, calculation of minimum 
liquidation rates pursuant to (a) and (b) 
of § 82.81-2, when progress payments are 
at 90 percent (or lesser percentage) of 
costs of direct labor and material (or 
costs more limited), will not take into 
account any amount of profit that ex¬ 
ceeds 7.3 percent of total costs. Thus, on 
example (1) next above (assuming profit 
rate of 7.3 percent of costs or any greater 
rate), the minimum liquidation percent¬ 
age would be 58.72 percent (63^107.3= 
58.72 percent). 

(e) The above principles (paragraphs 
(a), (b). (c), (d) of this section) apply 
when progress payments are at the rate 
of 70 percent of all costs or 85 percent of 
costs of direct labor and material, or at 
other percentages. In conformity to the 
above pattern, liquidation rates would 
be lower than those set out in (b), (c), 
and <d), to harmonize with percentages 
for progress payments that are lower 
than those mentioned in <b>, (c), and 
(d). Thus, for instance; with regard to 
(a) 'above, if progress payments are at 
the rate of 70 percent of all costs (in¬ 
stead of 75 percent), the minimum liqui¬ 
dation rate comparable to the 70 per¬ 
cent liquidation rate mentioned in para¬ 
graph (b) of § 82.81-2, would be 65.3 
percent (or a higher percentage if the 
estimated profit rate is less than 7.3 
percent of all costs). In the first ex¬ 
ample given in paragraph (b) of this 
section with progress payments at 70 
percent of total costs, assuming (1) price 
$105, (2) costs $100, and (3) progress 
payments $70, a minimum liquidation 
percentage of 66.7 percent would be nec¬ 
essary for recovery of the $70 of progress 
payments from the $105 delivery billing 
<70-s-105-= 66.7 percent, and 0.667X$105= 
70.03). In the second example given in 
paragraph (b) of this section, for appli¬ 
cation of paragraph (c) of § 82.81-2, as¬ 
suming (i) fixed price $108, (ii) costs 
$100, and <iii) progress payments $70, 
the minimum liquidation rate for the 
finally priced items would be 64.9 per¬ 
cent (70 2-108=64.815, and rounding this 
upward to 64.9, 0.649X$108=$70.09). 

§ 82.82 Subcontracts* 

(a) The policies and standards set 
forth in this subpart are equally ap¬ 
plicable to situations where it is con¬ 
templated that contracts wall provide 
for progress payments based on progress 
payments made by a prime contractor 
to a subcontractor. 

(b) Progress payments to subcontrac¬ 
tors may be included in the base for 
progress payments to prime contractors 
only when provision therefor is made in 
the prime contract Schedule, in the man¬ 
ner set forth in § 82.79-3. Except as 
provided below, this provision may be 
included in the Schedule of the prime 
contract only ir the contractor agrees 
in writing that its progress payments to 
subcontractors, to be included in the 
base for progress payments pursuant to 
this Schedule provision and paragraph 
(a) of § 82.79-1 or § 82.79-2, will be lim¬ 
ited to those subcontracts in which there 
is expected to be a long “lead time," 
approximating 6 months or more be- 


RULES AND REGULATIONS 

tween the beginning of work and the 
first delivery, for subcontractors which 
in the opinion of the prime contractor 
meet the standards for customary prog¬ 
ress payments outlined in § 82.72. How- 
ever, this limitation does not apply to 
subcontracts providing for “unusual" 
progress payments on prime contracts 
as described in § 82.74, when the inclu¬ 
sion of such unusual progress payments 
on the subcontracts has been approved 
in the manner set forth in § 82.74. 
§§ 82.79-l(a)(2) and 82.79-2(a) (2) ap¬ 
ply only to the “contractor’s*’ costs men¬ 
tioned in §§ 82.79-l(a) (1) <i) and 82.79- 
2(a) (1) (i) respectively. Sections 82.79- 
Ha) (2) and 82.79-2(a) (2) do not apply 
to the progress payments to subcontrac¬ 
tors mentioned in §§ 82.79—1(a) (1) <ii) 
and 82.79-2(a) (1) (ii) respectively. This 
interpretation governs existing §§ 82.79-1 
and 82.79-2 clauses in contracts, as 
well as new contracts in which a new 
clarifying reference to “(a) (1) (i)as 
set out above, will be included in (a)(2) 
of the Progress Payment clause. 

§ 82.82-1 Subcontractor progress pay¬ 
ments. 

When progress payments have been 
made by a prime contractor to a subcon¬ 
tractor pursuant to the provisions of the 
applicable prime contract and subcon¬ 
tract. the progress payment to the prime 
contractor to reimburse him for such 
progress payment to the subcontractor 
shall include the full amount of his prog¬ 
ress payment made to the subcontractor. 
When provision is made in the contract 
Schedule for inclusion of unliquidated 
progress payments made to subcontrac¬ 
tors, the percentage for reimbursement 
on account of progress payments made 
to subcontractors will be stated at 100 
percent, i.e., “all." When a percentage 
less than 100 percent has been specified 
on existing contracts, this lesser percent¬ 
age will control the amount of progress 
payments to be made pursuant to (a)(1) 
(U) of §§ 82.79-1 and 82.79-2 and the 
maximum limit on unliquidated progress 
payments on account of unliquidated 
progress payments to subcontractors 
under <a)(3)(i) of §§ 32.97-1 and 

82.79-2. 

§ 82.82-2 Adaptation of uniform clause 
for subcontracts. 

(a) Contracting officers are not re¬ 
quired to review or approve subcontracts 
merely because they provide for progress 
payments. However, they shall check 
and review subcontracts providing for 
progress payments to the extent ap¬ 
propriate in the ordinary course of ad¬ 
ministration of the progress payment 
clause of prime contracts. The duty 
rests on the prime contractor to see to 
it that its subcontracts providing for 
progress payments, to be included in the 
base for progress payments pursuant to 
the Schedule provisions set forth in 
§ 82.79-3, conform to these provisions 
of the contract Schedule (§ 82.79-3). In 
adapting the clauses set forth in 
§§ 82.79-1, 82.79-2 and 82.79-3 for use in 
subcontracts, to conform to § 82.79-3, the 
subcontract progress payment clause 
should have appropriate changes to re¬ 
flect the position of the prime contractor 


as purchaser and of the subcontractor 
as vendor, and to indicate that the prog¬ 
ress payments under the subcontract are 
being made and administered by the 
prime contractor. However, the title 
provision of the progress payment clause 
of the subcontract shall provide for the 
vesting of title directly in the Govern¬ 
ment, as set forth in §§ 82.79-1 (d> and 

82.79- 2(d), and the subcontract will not 

substitute the prime contractor for the 
Government as the holder of title under 
that section of the subcontract. In that 
title section of the subcontract, reference 
to the prime contractor should, however, 
be substituted for the word “Govern¬ 
ment" in the parenthetical expression 
concerning drawings and technical data, 
and also in the second sentence of the 
section. In the subcontract counterpart 
of §§ 82.79-l(g) and 82.79-2(g) entitled 
“Reports—Access to Records” the refer¬ 
ences to “Contracting Officer” and “Gov¬ 
ernment” should not be deleted, but may 
in each case be expanded so as to refer 
to the “Contracting Officer or the prime 
contractor" (§§ 82.79-1 (g) (i), 82.79-2 

(g) (i)) f and to the “Government or the 
prime contractor" (§§ 82.79-l(g) (ii), 

82.79- 2(g) (ii)). 

(b) With regard to the subcontract 
counterpart of the “Special Provisions 
Regarding Default" (§§ 82.79-1 <h> f 

82.79- 2(h)) only the substance of the 
first three lines of that section (with ref¬ 
erence to the prime contractor substi¬ 
tuted for “Government”), is required for 
conformity to the provisions of § 82,79-3. 

§ 82.83 Progress payments on subcoii- 
tracts under cost-reimburHcment 
types of prime contracts. 

The policies, standards and procedures 
of this subpart and its references are 
applicable to progress payments to sub¬ 
contractors and suppliers on fixed-price 
types of subcontracts under cost-reim¬ 
bursement types of prime contracts. For 
the prime contractor to be reimbursed 
for such progress payments, it is required 
that the subcontracts involving progress 
payments conform to this part. Spe¬ 
cifically, the case must meet the stand¬ 
ards for customary progress payments 
(§ 82.72) and progress payment percent¬ 
ages must not exceed those authorized 
by § 82.72 (unless unusual progress pay¬ 
ments to the subcontractor are approved 
by the procedure described in § 82.74). 
liquidation must conform to § 82.81, and 
one of the uniform clauses (§ 82.79) 
adapted for subcontract use (§ 82 . 82 - 2 ) 
must be utilized. 

§ 82.84 Letter contracts* 

When progress payments are to be 
made under letter contracts or similar 
preliminary contractual instruments, 
incorporation of one of the clauses set 
forth in §§ 82.79-1 and 82.79-2 is re¬ 
quired except as follows: 

(a) §§ 82.79-1 (a) (4) or 82.79-2(a) <4> 
will be replaced by a provision limiting 
the aggregate amount of progress pay¬ 
ments made under the letter contract to 
a stated amount, not exceeding 70 per¬ 
cent of the maximum liability of the. 
Government under the letter contract 
(or such lesser percentage as may be 
applicable in accordance with the last. 
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two sentences of § 82.80-4 if the clause 
set out in § 82.79-2 is to be used). Sepa¬ 
rate limits may be prescribed for sepa¬ 
rate specified parts of the work. 

(b> Until unit delivery billing prices 
are specified, §§ 82.79-l(b) or 82.79-2(b) 
concerning liquidation will not be opera¬ 
tive. and will be supplemented by the 
additional provision set out below: 

Progress payments made hereunder shall 
be liquidated in the following manner, un¬ 
less previously liquidated pursuant to para¬ 
graph (b): 

(1) If tills letter contract shall be super¬ 
seded by a fixed-price type contract (Subpart 
D. Part 3 of this chapter), unliquidated 
progress payments made hereunder shall be 
liquidated by deducting the amount thereof 
from the first progress or other payments 
which shall be made under such contract^ 

(2) If this letter contract shall be super¬ 
seded by a cost-reimbursement type contract, 
progress payments made hereunder shall be 
liquidated by deducting the unliquidated 
amount thereof from the first payments 
which shall be made under such cost-reim¬ 
bursement contract. 

(3) If this letter contract shall not be 
superseded by a contract calling for the fur¬ 
nishing of all or part of the articles or serv¬ 
ices covered hereby, unliquidated progress 
payments made hereunder shall be liqui¬ 
dated by deducting the amount thereof from 
the amount payable under the provisions of 
the Termination clause for this letter 
contract. 

(4) If this letter contract shall In part 
be terminated and shall In part be super¬ 
seded by a contract, the unliquidated prog¬ 
ress payments made hereunder shall be 
allocated by the Government for the purpose 
of liquidation to the terminated portion of 
the letter contract and to the superseding 
coutract In such proportions as the Govern¬ 
ment shall deem to be equitable, and the 
part of such progress payments allocated to 
each shall be liquidated in accordance with 
the applicable provisions of subdivisions (1), 
(2), and (3) of this paragraph. 

(5) If the method of liquidating progress 
payments provided above shall not result in 
the full liquidation thereof, the Contractor 
shall forthwith pay the unliquidated balance 
to the Government upon demand. 

(c) Any superseding definitive con¬ 
tract will contain appropriate provisions, 
carried forward from the letter contract, 
for liquidation of progress payments 
made under the preliminary instrument. 
When the superseding contract provides 
for progress payments, the progress pay¬ 
ment clause will be supplemented by 
further provision as follows: 

The costs, previous progress payments, ag¬ 
gregate progress payments, and unliquidated 
progress payments, mentioned in paragraph 
(a) of this progress payments clause, Include 
the costs Incurred and progress payments 
made under the letter contract which has 
been superseded by this contract. 

§ 82.85 Transition. 

Contracts In existence on the effective 
date of this subpart will continue to be 
administered in accordance with their 
Provisions and this part. The transition 
to uniform use of a progress payment 
clause set out in this part <§ 82.79) will 
be accomplished in an orderly and rea¬ 
sonable manner and as promptly as 
‘practicable, as set forth below. 

§ 82.85—1 Separate contracts. 

To the greatest extent feasible, pro¬ 
curement effected after the effective date 


of this part, and involving the establish¬ 
ment or continuation of progress pay¬ 
ments, will be accomplished by separate 
new contracts rather than by amend¬ 
ments of existing contracts. 

§ 82.85—2 Existing indefinite quantity 
contracts. 

During the specified term of existing 
indefinite quantity contracts (not in¬ 
cluding any extension of such term) 
existing progress payment provisions 
conforming to § 82.72 with regard to 
progress payment percentage and con¬ 
forming to § 82.81 with regard to rate of 
liquidation do not need to be replaced, 
incident to new procurement under such 
contracts, by a clause set forth in § 82.79. 

§ 82.C&-3 Supplements, amendments, 
and modifications; when new clause 
not required. 

When it is found necessary to effect 
new procurement by amendment of a 
contract (see § 82.85-1) already provid¬ 
ing for progress payments based on costs, 
rather than by a separate contract, it 
is not required that the amendment in¬ 
clude a clause set forth in § 82.79 if the 
progress payment clause already in the 
contract provides for progress payments 
not exceeding 70 percent of total costs 
or 85 percent of direct labor and material 
costs and also provides for liquidation 
conforming to § 82.81. However, in these 
cases, a clause set out in § 82.79 should 
be substituted for the existing progress 
payment clause whenever feasible. 

§ 82.85-^i Supplements, amendments, 
and modifications; gradual opera¬ 
tion of new clause. 

(a) When a contract provides for 
progress payments at rates exceeding 85 
percent of direct labor and material 
costs or exceeding 70 percent of total 
costs, and it is found necessary to ac¬ 
complish additional procurement by an 
amendment rather than by a separate 
new contract (see § 82.85-1). the amend¬ 
ment should, whenever reasonable and 
practicable, substitute a clause set forth 
in § 82.79 for the progress payment 
clause of the contract, so as to limit all 
future progress payments on the entire 
contract to 70 percent of future total 
costs or 85 percent of future costs of 
direct labor and materials. When such 
substitution is made, substantially the 
following provision should be added: 

For the purposes of paragraph (a)(1) of 
this clause, (i) progress payments made or 
to he made to the contractor on progress 
billings submitted to the Government on or 
before the date of this amendment (in the 

total amount of $_), shall be excluded 

In computing the “sum of previous progress 
payments’* and (11) costs (and progress pay¬ 
ments to subcontractors) (In the total 

amount of $_), relating to the progress 

payments so excluded shall also be excluded 
in computing costs (and progress payments 
to subcontractors) eligible for progress pay¬ 
ments under this amendment. The amount 
of progress payments unliquidated at the 

date of this amendment ($_), and the 

amount of progress payments Included in 
progress billings pending at the date of 

this amendment ($_), aggregating 

($_), shall be liquidated at the rate of 

- percent Instead of the percentage 

stated in paragraph (b) of this clause. Para¬ 
graphs (a)(3) and (b) of this clause shall 


not apply until liquidation of the aggregate 
amount of progress payments made or billed 
at the date of this amendment. Paragraph 
(a) (4) does not apply. 

The expression “(and progress payments 
to subcontractors) " will be deleted if not 
applicable. Billings for progress pay¬ 
ments pending at the date of the amend¬ 
ment will be paid in accordance with the 
Progress Payment clause in effect before 
the amendment. The rate for liquida¬ 
tion of unliquidated progress payments 
outstanding and to be outstanding pur¬ 
suant to progress billings pending at the 
date of the amendment will be specified 
in accordance with the principles stated 
in § 82.81. 

(b) When, in the circumstances de¬ 
scribed in paragraph (a) of this section, 
it is not reasonable and practicable to 
substitute a clause set forth in § 82.79 so 
as to limit all future progress payments 
on the entire contract to 70 percent of 
costs or 85 percent of costs of direct labor 
and material as the case may be, the 
amendment (incorporating a clause set 
forth in § 82.79, with percentages as 
specified in § 82.72) ordinarily will pro¬ 
vide for segregation of costs attributable 
to work under the amendment, segrega¬ 
tion of payments under the amendment, 
and administration of progress payments 
under the amendment on the same basis 
as if the amendment were a separate 
new contract. However. when it is found 
that it will be expensive or otherwise 
impracticable to separate costs of de¬ 
liveries attributable to the amendment 
from those attributable to the other por¬ 
tion of the contract, the amendment will 
provide for one or the other of the ar¬ 
rangements described in paragraphs (c) 
and (d) of this section. 

(c) When the last sentence of para¬ 
graph (b) of this section is applicable 
(and paragraph'(d) of this section is not 
applied), the amendment will include a 
clause set forth in § 82.79 (with percent¬ 
ages conforming to § 82.72), with provi¬ 
sion that it will become operative as 
herein provided. The amendment will 
provide for continuation of progress pay¬ 
ments pursuant to the existing progress 
payment clause and for their liquidation 
pursuant to § 82.81, until (1) the aggre¬ 
gate amount of progress payments made 
under the contract, including progress 
payments previously made, equals (2) 
the aggregate amount of progress pay¬ 
ments that would have been made at the 
previously established rates if the con¬ 
tract had continued without this amend¬ 
ment (less reductions from time to time 
to reflect decreases in anticipated total 
progress payments, resulting from any 
partial termination of the contract); 
and (3) when the amount described in 
subparagraph (1) of this paragraph 
equals the amount described in subpara¬ 
graph (2) of this paragraph future prog¬ 
ress payments will be governed by the 
progress payment clause included in Jthe 
amendment, except that liquidation of 
the amount of unliquidated progress 
payments then outstanding will continue 
at the higher rate required to conform 
to § 82.81 until liquidation of such 
amount, and §§ 82.79-l(a) (4) and 82.79- 
2(a)(4) w 7 ill not apply. 
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(d) When the last sentence of para¬ 
graph (b) of this section is applicable 
(and paragraph (c) of this section is not 
applied) the amendment will substitute 
a clause set forth in § 82.79 instead of 
the existing progress payment provision, 
but with the percentage specified for fu¬ 
ture progress payments being a weighted 
average percentage arrived at by divid¬ 
ing the amount described in subpara¬ 
graph (1) of this paragraph into the 
amount described in subparagraph (2) 
of this paragraph (and with the special 
liquidation provision described in sub- 
par agrapn (3) of this paragraph): 

(1) The total of all future costs, 
eligible for progress payments, expected 
to be incurred for performance of the 
contract and this amendment. 

(2) The sum of (i) the total of all 
future costs, eligible for progress pay¬ 
ments, that would have been incurred 
for performance of the contract without 
this amendment (not including costs 
expected to be incurred on account of 
this amendment) multiplied by the per¬ 
centage for progress payments thereto¬ 
fore specified in the contract, and (ii) 
the total of all future costs, eligible for 
progress payments, expected to be in¬ 
curred solely on account of this amend¬ 
ment, multiplied by not more than 70 
percent (or by not more than 85 percent 
if eligible costs are limited to direct labor 
and material). 

<3) When such substitution is made, 
special provision wili^ be added to re¬ 
quire that (i) the unliquidated progress 
payments outstanding at the date of the 
amendment (and any progress pay¬ 
ments made thereafter on progress bill¬ 
ings pending at the date of the amend¬ 
ment) will be liquidated in the manner 
outlined in § 82.81, e.g., at 90 percent of 
delivery billings if those progress pay¬ 
ments had been made at 90 percent of 
costs, or at percentages authorized by 
§ 82.81-2, and (ii) that liquidation at the 
percentage specified in the progress pay¬ 
ment clause substituted by the amend¬ 
ment will begin when liquidation at the 
higher rate mentioned in subdi¬ 
vision (i) of this subparagraph has 
been accomplished. 

§ 32.85—5 Supplements, amendments, 
and modifications concerning prog¬ 
ress payments. 

Supplements, amendments, and modi¬ 
fications of existing contracts which in¬ 
crease the rate or percentage of 
progress payments, or enlarge the base 
for progress payments, or reduce the 
rate of liquidation of progress payments, 
or make new provision for progress pay¬ 
ments shall conform to this part and in 
particular to § 82.79, 

§ 82.85—6 Amendments reducing the 
rate of progress payments. 

When contracts are amended to re¬ 
duce the percentage for progress pay¬ 
ment (§ 82.72-2), the principles set forth 
in § 82.85-4 are applicable, even though 
additional procurement is not involved. 

§ 82.86 Contract financing office clear¬ 
ance. 

The following types of provisions for 
progress payments require submission 
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through channels and prior approval by 
the contract financing office (§ 82.26): 

(a) Those involving progress payments 
at rates exceeding 85 percent of direct 
labor and material costs or exceeding 
70 percent of total costs, except as au¬ 
thorized by §§ 82.72, 82.73 and 82.85-4; 

(b) Those involving deviations, as de¬ 
fined in § 82.78-9; 

(c) Those exceptional cases, involving 
unusual risks, described in § 82.26; 

(d) Those involving contractors as to 
whom it is known that within the pre¬ 
ceding 12 months (1) request for ad¬ 
vance payments has been denied for fi¬ 
nancial reasons by the contract financing 
office, or (2) application for guarantee 
of a loan to the contractor or for increase 
or extension of maturity of a guaranteed 
loan, has been disapproved for financial 
reasons, or (3) an approved application 
for guarantee of a loan or for advance 
payment to the contractor has lapsed 
or has been withdrawn; and 

(e) Those involving contractors named 
on the consolidated list of contractors 
indebted to the United States, commonly 
known as the “Hold-Up List.” 

§ 82.87 Coordination. 

The coordination described in the 
paragraph (c) § 82.74 is required for all 
cases mentioned in paragraphs (a) and 
(b) of § 82.86. 

§ 82.87—1 Control lists. 

To give effect to § 82.86(d), pertinent 
information will be exchanged between 
the several contract financing offices, and 
distributed through normal channels to 
contracting officers. 

§ 82.87-2 Hold-up list. 

To give effect to § 82.86(e), and for 
other proper purposes, the “Hold-Up 
List” there mentioned will be distributed 
through normal channels to contracting 
officers. 

§ 82.88 Contractors request. 

All invoices for progress payments on 
contracts containing the Progress Pay¬ 
ment clause set out in § 82.79 (with or 
without the modifications authorized by 
§ 82.85-4), and on contracts containing 
any deviation from that clause approved 
pursuant to §§ 82.86 and 82.87, will be 
supported by the Contractor’s Request 
for Progress Payment (DD Form 1195) 
with any supporting information that 
may be reasonably required. This form 
of request also will be utilized as soon as 
practicable (unless incompatible with 
contract provisions) in connection with 
progress payments based on costs under 
existing contracts and other contracts 
(§§ 82.85-1, 82.85-2, 82.85-3) not con¬ 
taining one of the Progress Payment 
clauses set out in § 82.79. The use of 
this form is subject to the instructions 
set forth on the reverse thereof. 

§ 82.89 Audit. 

For the making of progress payments, 
principal reliance will be placed on the 
adequacy of the contractor’s accounting 
system and controls (§ 82.75) and on the 
reliability of the contractor’s certificates. 
To conserve administrative effort, hold 
down expense, and promote prompt pay¬ 


ment of proper progress billings, audit 
before the making of progress payments 
will be kept to the minimum necessary 
for the protection of the interests of the 
Government. Preaudit, that is, audit 
before the making of a progress payment, 
will be limited to those situations in 
which there is reason to question the 
reliability or accuracy of the contractor's 
certificate, or reason to believe that the 
contract will involve a loss. Post-review 
or post-audit will be made when con¬ 
sidered desirable by the contracting offi¬ 
cer to determine the validity of any 
progress payment made on the con¬ 
tractor’s certifications. 

§ 82.90 Administration; general. 

Progress payment clauses cannot be 
self-executing, and require careful ad¬ 
ministration to insure against overpay¬ 
ments and losses. In all cases the 
physical progress of the work should be 
evaluated periodically to assure that the 
progress payments are fairly supported 
by the value of the work actually accom¬ 
plished on the undelivered portion of the 
contract in conformity with the contract 
requirements. Also, the unliquidated 
progress payments should not be per¬ 
mitted to exceed the percentage specified 
in the contract, of the costs forming the 
base for progress payments, applicable 
only to the partially finished undelivered 
portion of the contract. It is necessary 
for adequate supervision of progress pay¬ 
ments that the administering office keep 
itself informed concerning the contrac¬ 
tor’s overall operations and financial 
condition, since difficulties encountered 
and losses suffered in operations outside 
the particular progress payment con¬ 
tract may affect adversely the perform¬ 
ance of that contract and the liquida¬ 
tion of the progress payments. For con¬ 
tracts with those contractors whose 
financial condition is doubtful or not 
strong in relation to progress payments 
outstanding or to be outstanding, cr 
whose management is of doubtful ca¬ 
pacity or whose accounting controls are 
found by experience to be weak, or who 
are encountering substantial difficulties 
in performance, full inforihation con¬ 
cealing both the progress under the con¬ 
tracts involved (including the status of 
subcontracts), and concerning the con¬ 
tractor’s other operations and financial 
condition, should be obtained and an¬ 
alyzed at frequent intervals, with a view 
to the better protection of the interest 
of the Government and the taking of 
such action as may be proper to make 
contract performance more certain. If 
there is reason to doubt only minor ele¬ 
ments of the costs involved in a progress 
billing, only the doubtful amounts should 
be withheld, subject to later adjustment, 
and the amount clearly due should be 
paid without awaiting resolution of the 
differences. So far as practicable in each 
case, all cost problems, particularly those 
involving indirect costs, of a kind likely 
to create disagreements in future admin¬ 
istration of the contract, should be iden¬ 
tified and resolved at the inception of the 
contract. 
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§ 82.90-1 Extent of supervision. 

The extent of supervision required, 
whether for loss prevention or for 
avoidance of overpayments, should vary 
inversely with the experience, perform¬ 
ance record, reliability, quality of man¬ 
agement, and financial strength of con¬ 
tractors, and with the adequacy of their 
accounting system and controls. Re¬ 
view should be of a kind and degree that 
will be sufficient, consistent with the 
circumstances of individual cases, to 
provide timely knowledge of circum¬ 
stances that would adversely affect con¬ 
tract performance and the liquidation of 
progress payments, and timely oppor¬ 
tunity for any action that may be appro¬ 
priate for the protection of the Govern¬ 
ment. Particular care must be taken to 
assure that.the unpaid balance of the 
contract price will be adequate to cover 
the anticipated cost of completion, or 
that the contractor has adequate re¬ 
sources to complete the contract if the 
unpaid balance of the contract price is 
inadequate to cover costs of completion. 

§ 82.90—2 Use of progress payments by 
contractors. 

It is expected that the contractor will 
use the progress payments made by the 
Government, or equivalent amounts of 
money, to pay the costs incurred in the 
performance of the contract under which 
progress payments are made. 

§ 82.91 Adjustments; retroactive price 
reduction; refunds. 

When a retroactive price reduction has 
been made effective, i.e., by supplemental 
ar reement or by unilateral determina¬ 
tion pursuant to the price redetermina¬ 
tion provision of the contract, the last 
sentence of §§ 82.79-1 <b) and 82.79-2(b) 
requires adjustments so that the amount 
of unliquidated progress payments and 
the amounts paid or payable for sup¬ 
plies or services accepted will give effect 
to the price reduction. In this situation, 
the retroactive price reduction means 
that too much has been paid or billed for 
deliveries, and that from those delivery 
billings too much has been applied as a 
reduction of the unliquidated progress 
Payment balance. The necessary ad¬ 
justments would be (a) recomputation of 
total cash delivery payments on the basis 
of the reduced billing price resulting 
from the retroactive price reduction, and 
repayment by the contractor of the dif¬ 
ference between the total recomputed 
payments and the total cash delivery 
Payments that had been made, and (b) 
increase of the unliquidated progress 
Payment balance by the excess of the 
total amounts previously applied to re¬ 
duce the unliquidated progress payment 
balance over the amounts that would 
have been applied to reduce the un¬ 
liquidated progress payment balance if 
the reduced delivery prices had been in 
effect from the date from which the re- 
determination is applicable. This same 
Principle of upward adjustment of the 
unliquidated progress payment balance 
also applicable in connection with 
interim refunds made by contractors 
Pursuant to the provisions of incentive 
and price redetermination contracts, and 


in connection with voluntary refunds on 
such contracts. 

§ 82.92 Maximum unliquidated amount. 

In all cases where the contract price 
is sufficient to cover all costs of complete 
performance, and liquidation of prog¬ 
ress payments is effected in accordance 
with §§ 82.79-1 (b) or 82.79-2(b), the 
amount of unliquidated progress pay¬ 
ments will never exceed the maximum 
limit provided by §§ 82.79-1 (a) (3) (i) or 
82.79-2(a) (3) (i), unless liquidation per¬ 
centages have been based on cost esti¬ 
mates that are less than actual costs. In 
such cases, if the contract involves a 
profit to the contractor, the actual un¬ 
liquidated progress payment amount will 
always be less than the maximum limit 
stated in §§ 82.79(a) (3) (i) and 82.79-2 
(a) (3) (i) after the first delivery pay¬ 
ment unless liquidation percentages have 
been based on cost estimates that are less 
than actual costs. So long as perform¬ 
ance is satisfactory and there is no 
reason to believe that the contract 
will involve a loss to the contractor or 
that a liquidation rate fixed pursuant to 
§5 82.81-2 or 82.79-2 (b) is too low. there 
will be no need or reason to verify the 
relationship of the amount of un¬ 
liquidated progress payments to the 
maximum limit prescribed by §§ 82.79-1 
(a) (3) ci) and 82.79-2<a) (3) (i). How¬ 
ever, when the rate or quality of per¬ 
formance is unsatisfactory, or the rate 
of rejections Is unduly high, or there is 
excessive wastage or spoilage, or it ap¬ 
pears that unduly low costs have been 
attributed by the contractor to delivered 
items, or a loss to the contractor is other¬ 
wise indicated, or that the liquidation 
rate is too low, careful examination 
should be made to determine whether or 
not the unliquidated progress payments 
exceed the maximum amount permitted 
by §§ 82.79-l(a) (3) (i) or 82.79-2(a) (3) 
(i). The services of the cognizant audit 
agency should be utilized to the fullest 
extent availaliie, together with the serv¬ 
ices of qualified cost analysis and en¬ 
gineering personnel as required. See 
§ 82.88, Section m, General Instructions, 
DD Form 1195; and § 82.93-6. 

§ 82.92—1 Quarterly statements on price 
revision contracts. 

Many price revision contracts now 
contain the payment limitation pro¬ 
visions required by Department of De¬ 
fense Directive No. 4105.7 and substan¬ 
tially as set forth in §5 7.103 and 7.109 of 
this chapter. Quarterly statements sub¬ 
mitted by contractors pursuant to those 
contract provisions should be compared 
from time to time with the Contractor's 
Request for Progress Payments in order 
to assure so far as reasonably possible 
that costs attributed to delivered items 
on the quarterly statements are ex¬ 
cluded from the costs set forth as the 
basis for unliquidated progress pay¬ 
ments on the DD Form 1195 (or on other 
request forms so long as other forms are 
in use). If there is apparent disparity, 
request for completion of Section III of 
the DD Form 1195 (§ 82.88) would be 
appropriate. 


§ 82.93 Suspension or reduction of pay¬ 
ments; general. 

In the process of reviewing individual 
progress payments already existing or 
hereafter established, action to reduce or 
slow down progress payments or to in¬ 
crease liquidation rates (unless justified 
on other grounds, such as overpayments 
or unsatisfactory performance) should 
be consistent with contract provisions, 
and never taken precipitately or arbi¬ 
trarily. Any such reduction of progress 
payments on active contracts (other 
than normal liquidation pursuant to the 
contract) should be effected only after 
notice to and discussion with the con¬ 
tractor, and after full exploration of the 
contractor’s financial condition, existing 
or available credit arrangements, pro¬ 
jected cash requirements, effect of prog¬ 
ress payment reduction on the con¬ 
tractor’s operations, and generally on 
the equities of the particular situation. 
Where contract performance is satis¬ 
factory, and there is neither overpay¬ 
ment nor anticipated loss, proper 
progress payments, adequately verified, 
will be paid promptly when earned and 
billed in accordance with contract pro¬ 
visions, even though the terms of the 
particular contract may make the pay¬ 
ment discretionary rather than manda¬ 
tory, and such proper payments will not 
be held up or denied because of the con¬ 
tractor’s lack of need for the payment. 
§§ 82.79-1 (c) and 82.79-2(c) provide that 
progress payments may be suspended or 
their rate of liquidation" may be in¬ 
creased, whenever any of the circum¬ 
stances there described are found to 
exist. The rights reserved to the Gov¬ 
ernment by those paragraphs are for 
the purpose of protecting the interests 
of the Government, fostering satisfactory 
contract performance, and guarding 
against overpayments and losses. Those 
paragraphs will be administered with 
these purposes in mind. Action taken 
pursuant to those paragraphs will be fair 
and reasonable under the circumstances 
of particular cases, and supported by 
substantial evidence. Findings made 
under those paragraphs wili be in 
writing. 

§ 82.93-1 Fuilure to comply with con¬ 
tract. 

Except for the purpose of correcting 
overpayments or obtaining amounts due 
from the contractor, action will not be 
taken pursuant to §§ 82.79-1 <c) (i) or 
82.79-2(c) (i) for failure to comply with 
a requirement of the contract, if such 
failure has resulted solely from causes 
beyond the control and without the fault 
or negligence of the contractor. For ex¬ 
amples of such causes, see paragraph (c) 
of the Default clause in § 8.707(c) of this 
chapter. Compliance with the material 
requirements of the contract, within the 
meaning of §§ 82.79—1(c) (i) and 82.79- 
2(c) (i) includes compliance with all pro¬ 
visions of the Progress Payment clause. 

§ 82.93-2 Unsatisfactory financial con¬ 
dition. 

If unsatisfactory financial condition, 
or failure to make progress, endangering 
contract performance, as described in 





S304 

§§ 82.79-1 (c) <ii) or 82.79-2 (c) (ii). is 
found to exist, arrangements reasonably 
assuring contract completion without 
loss to the Government will be required 
in connection with the making of further 
progress payments and the making of 
other payments so long as progress pay¬ 
ments are unliquidated. Within the 
meaning of §§ 82.79-1 (c) (ii) and 82.79- 
2(0 (ii) f performance of the contract 
includes full liquidation of progress pay¬ 
ments. Further payments will be with¬ 
held so long as any progress payments 
remain unliquidated, only upon full con¬ 
sideration of all pertinent facts, and 
upon concluding that further payments 
will serve to increase the probable loss 
to the Government. 

§ 82.93—3 Excessive inventory. 

When inventory allocated to the con¬ 
tract is found substantially to exceed 
reasonable requirements (§§ 82.79-1 <c) 
(iii) and 82.79-2(c) (iii)). the simplest 
form of adjustment to correct or avoid 
overpayment will be to eliminate the 
costs of such excess inventory from the 
costs shown in item 7 of the contractor’s 
request set out in § 82.88. If that is not 
regarded as sufficient in a particular 
case, or if the adjustment in item 7 of 
the request will not accomplish full cor¬ 
rection, additional deductions, to the 
extent necessary for the correction, 
should be made, to liquidate progress 
payments, incident to billings for pay¬ 
ments other than progress payments. 
Transfer of such excess inventory from 
the contract should also be required. The 
expression “reasonable requirements” 
includes a reasonable accumulation of 
inventory for future use to assure con¬ 
tinuity of operations. 

§ 82.93—1 Delinquency in payment of 
coftlx of performance. 

The contractor’s delinquency in pay¬ 
ment of costs of contract performance in 
the ordinary course of business < §§ 82.79- 
1(c) (iv) or 82.79-2(c) (v)) may be an 
indication of unsatisfactory financial 
condition or other circumstances endan¬ 
gering contract performance and involv¬ 
ing probability of loss to the Govern¬ 
ment. If such delinquency is not 
connected with poor financial condition 
that is so unsatisfactory as to endanger 
contract performance or to involve rea¬ 
sonably foreseeable loss to the Govern¬ 
ment, further progress payments and 
other payments will not necessarily be 
denied to protect the unliquidated prog¬ 
ress payments and minimize risks of 
additional losses, and payments may be 
continued at the contract rate, or in 
reduced amounts, in connection w ith ap¬ 
propriate arrangements to (a) cure the 
contractor’s delinquencies in payment 
of his costs of contract performance, (b) 
avoid further delinquencies, and (c) rea¬ 
sonably assure completion of the con¬ 
tract without loss to the Government. 
(See also. § 82.93-3.) Amounts claimed 
by subcontractors, suppliers and others, 
but disputed in good faith by the con¬ 
tractor, should not be considered delin¬ 
quent until determined due by a court 
(or by arbitration if applicable). How¬ 
ever, any such disputed amounts shall be 
excluded from costs of performances so 
long as they are disputed. 
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§ 82.93—5 Fair value of undelivered 
work. 

In connection with determining the 
relation of the amount of unliquidated 
progress payments to the fair value of 
the work accomplished on the undeliv¬ 
ered portion of the contract (§ 82.79-1 
(c) (v) or § 82.79-2(c) (vi)) the prin¬ 
ciples stated in § 82.92 are applicable. 
In determining action, if any, to be 
taken, the contracting officer (utilizing 
available audit, engineering, inspection, 
and cost analyst services) will give full 
consideration to the degree of comple¬ 
tion of contract performance, the quality 
and amount of work performed on the 
undelivered portion of the contract, the 
amount of work remaining to be done 
and the estimated costs of completion of 
performance, and the amount remaining 
unpaid under the contract. If the con¬ 
tracting officer finds that the fair value 
of the work done under the undelivered 
portion of the contract, in relation to 
the contract price, is less than the un¬ 
liquidated progress payments, his ac¬ 
tions will be governed by the principles 
stated in §§ 82.93-2 and 82.93-4. This 
fair value could not exceed the contract 
price of undelivered work under the con¬ 
tract, less the estimated total future 
costs of completion of the contract. 
When this fair value is found to be less 
than the amount of the unliquidated 
progress payments, all further payments 
on the contract will be controlled in such 
a manner as to hold the unliquidated 
progress payments within the fair value 
of the work done on the undelivered por¬ 
tion of the contract. See also § 82t95-l. 

§ 82.93—6 Erroneous cost estimates. 

When liquidation percentages 
(§§ 82.79-l(b) and 82.79-2(b)) lower 
than those called for by § 82.81-1 are 
established pursuant to § 82.81-2, it may 
occur that actual costs and future costs 
of performance are higher than the esti¬ 
mated costs used to establish liquida¬ 
tion rates. In such cases (§§ 82.79-1 
(c)(vi) and 82.79-2(c) (iv)) appropriate 
increase of the liquidation percentage 
will be necessary to adjust for any un¬ 
der-liquidation that may have occurred, 
to bring the amount of unliquidated 
progress payments within the limits of 
§§ 82.79-l(a) (3) or 82.79-2(a) (3). and 
to assure the adequacy of future liqui¬ 
dations. Increase of the liquidation 
percentage will also become necessary 
even though § 82.81-2 has not been ap¬ 
plied in fixing the liquidation percent¬ 
age, when progress payments are based 
on costs of direct labor and material 
only (§ 82.79-2) or any limited cost base 
(§ 82.80-5), and actual costs forming the 
base for progress payments are higher 
than the estimated eligible costs used 
in establishing the liquidation percent¬ 
age. 

§ 82.91 Government title. 

Since the clauses in § 82.79 give the 
Government title to all of the materials, 
work in process, and finished goods un¬ 
der contracts after the making of prog¬ 
ress payments thereon, care should be 
taken to assure, to the extent reasonably 
necessary, that the title to the Govern¬ 
ment will be free of all encumbrances. 
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The procedure in this respect will nec¬ 
essarily vary with the particular circum¬ 
stances of individual cases. Ordinarily, 
in the absence of reason to believe that 
the Government title may be subject to 
encumbrance, the contractor’s certificate 
will be relied on. If any arrangements 
or conditions are found that w-ould im¬ 
pair the contractor’s right of disposition 
of the property affected by the progress 
payments, appropriate arrangements 
should be made to establish and protect 
the Government title. The existence of 
any such encumbrance is a violation of 
the contractor's obligations under the 
contract. 

§ 82.91—1 Loss, theft, destruction, or 
damage. 

Sections 82.79-1 (e) and 82.79-2(e) are 
not intended to apply to normal spoil¬ 
age. The risk of loss as to property af¬ 
fected by the progress payment clause is 
on the contractor, except to the extent 
that by some special provision of the con¬ 
tract (such as that relating to aircraft in 
the open) the Government shall have 
expressly assumed the risk of loss. Such 
express assumption of risk by the Gov¬ 
ernment is not made in the Progress 
Payment clause, the Default clause, or 
the Termination clause. Because of 
problems of administering the contract, 
especially those connected with property 
responsibility and inventory control, the 
risk of loss on property to which the Gov¬ 
ernment holds title because of progress 
payments must be on the contractor to 
the same extent that it would be if the 
contractor held title to the property. 
This risk of loss carries with it the ac¬ 
companying duty to repay to the Gov¬ 
ernment the amount of unliquidated pro¬ 
gress payments based on cost allocable 
to lost, stolen or destroyed property or 
to the damaged portion of the property. 
If the Government has expressly as¬ 
sumed particular risks of loss, then, to 
the extent of such express assumption of 
risk by the Government, the contractor 
would not be obligated to repay to the 
Government the amount of unliquidated 
progress payments based on costs allo¬ 
cable to such lost, stolen, destroyed, or 
damaged property. See, however, §§ 82. 
79-1 (c)(v) and 82.79-2(c) (vi). as to 
future payments on the contract after 
such loss, damage, theft, or destruction 

§ 82.91—2 Government-furnished prop¬ 
erty. * 

Contract provisions referring to or de¬ 
fining liability for Government-fur¬ 
nished property do not apply to property 
to which the Government shall have ac¬ 
quired title solely pursuant to the 
provisions of the Progress Payment 
clause (§§ 82.79-l(d) or 82 . 79 - 2 <d>. 
Property to which the Government has 
acquired title solely pursuant to the 
Progress Payment clause is not subject to 
appendixes B and C (§§ 30.2 and 30.3 of 
this chapter). 

§ 82.91—3 Special tooling. 

When the contractor furnishes special 
tooling, as defined in § 13.101-5, pur¬ 
suant to a special tooling clause (c.g.* 
§ 13.504 of this chapter), and such spe¬ 
cial tooling is not to be delivered to the 
Government as an end item under the 
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contract, the handling and disposition 
of such special tooling will be governed 
by the special tooling clause of the con¬ 
tract. even though title to such special 
tooling is held by the Government pur¬ 
suant to the progress payment clause of 
the contract. 

§ 82.94—4 Termination for convenience 
of the government. 

After the giving of notice of termina¬ 
tion under contract provision for Ter¬ 
mination for the Convenience of the 
Government, the property to which the 
Government has title pursuant to the 
Progress Payment clause and which is 
a part of termination inventory will be 
acquired or disposed of in accordance 
with the provisions of the termination 
clause of the contract and of applicable 
laws and regulations. The acquisition 
or disposition of such termination in¬ 
ventory shall be governed by the termi¬ 
nation clause, even though title to all or 
a portion of such inventory is in the 
Government pursuant to the progress 
payment clause of the contract. 

§ 82.91—5 Scrup; excess properly. 

fa) In the course of proper perform¬ 
ance of contracts, contractors are per¬ 
mitted to sell or otherwise dispose of 
current production scrap in the ordinary 
course of business, notwithstanding the 
Government’s title under the progress 
payment clause. Permission of the con¬ 
tracting officer for such disposal of scrap 
is not required. With the permission of 
the contracting officer and on terms ap¬ 
proved by him, contractors may also ac¬ 
quire or dispose of materials, inventories, 
or work in process to which the Gov¬ 
ernment has acquired title pursuant to 
the progress payment clause of the con¬ 
tract. including transfer of such property 
to other work of the contractor. Pro¬ 
ceeds of scrap disposal will be credited 
against the costs of contract perform¬ 
ance. Costs allocable to property, other 
than scrap, so transferred from the con¬ 
tract will be eliminated from the costs 
of contract performance, and the con¬ 
tractor shall be required to repay to the 
Government (by cash or credit memo¬ 
randum) an amount equal to the un¬ 
liquidated progress payments allocable 
to the property so transferred from the 

contract. 

<b) When (1) the contractor has com¬ 
pleted all work called for by the con¬ 
tract. and (2) such work has been 
delivered to and accepted by the Govern¬ 
ment, and (3) progress payments made 
under the contract have been fully liqui¬ 
dated, and (4) the contractor has fully 
Pei f ormed all its obligations under the 
contract (including the making of any 
Payments to which the Government may 
be entitled under the contract, and in¬ 
cluding compliance with any other pro¬ 
visions of the contract, such as the 
termination clause or the special tooling 
clause or the Government-furnished 
Property clause), any excess property 
remaining is to be regarded as having 
n °t been allocated or properly charge¬ 
able to the contract under sound and 


generally accepted accounting principles 
and practices, and thus outside the scope 
of the progress payment clause which 
would have vested title in the Govern¬ 
ment. Accordingly, the contractor holds 
title to such excess property and may 
deal with it as he desires. 

§ 82.95 Consideration for progress pay* 
nients, awards. 

When a progress payment clause is 
included at the inception of a contract, 
no separate consideration is charged for 
the Progress Payment clause, and there 
shall be no provision for interest or other 
specific charge for progress payments, 
or for a reduction in payments (other 
than any agreed discount for prompt 
payment) by reason of the making of 
progress payments. The worth of the 
Progress Payment clause to the contrac¬ 
tor is expected to be reflected in one or 
both of (a) a bid or negotiated price 
that will be lower than such price would 
have been if provision had not been 
made for progress payments, or (b) con¬ 
tract terms and conditions, other than 
price, that are more beneficial to the 
Government than they would have been 
if provision had not been made for 
progress payments. 

§ 82.96 Amendments to provide progress 
payments. 

There should be ordinarily no occasion 
to amend contracts to provide for prog¬ 
ress payments unless there has been ma¬ 
terial change from the circumstances 
contemplated by the parties when invita¬ 
tions for bids were issued or the contract 
was entered into without progress pay¬ 
ment provision. How ever, cases do occur 
(a) in which the actual lead time or pre¬ 
paratory period between the beginning of 
work and the first delivery substantially 
exceeds the estimated lead time and in 
fact runs or will run over six months 
(§ 82.72), or (b) in which unusual cir¬ 
cumstances bring about unexpected sub¬ 
stantial accumulation of predelivery costs 
having material impact on the con¬ 
tractor’s working funds (§ 82.74). These 
cases may arise from occurrences such as 
(1) uncertainties or errors in specifica¬ 
tions, (2) contract change notices, (3) 
Government delays in testing, inspection, 
fiu*nishing of material or equipment, fur¬ 
nishing of stock numbers, packaging or 
shipping instructions or shipping doc¬ 
uments, or completion of contract sup¬ 
plements. (4) stretch-outs or stop-work 
orders, (5) performance difficulties of 
subcontractors or suppliers, and (6) 
causes beyond the control and without 
the fault or negligence of the contractor, 
of the kinds mentioned in § 8.707(c) of 
this chapter. In these kinds of cases, 
requests of contractors for amendments 
to provide progress payments should be 
considered promptly, in the light of the 
circumstances then existing. If the cir¬ 
cumstances then existing approximate 
conditions under w’hich progress pay¬ 
ments would have been properly provided 
in conformity with this part at contract 
inception, if the new circumstances had 
been foreseen, progress payments should 
be provided by amendment. In this 


connection, see particularly §§82.15, 
82.17, 82.18, 82.19, 82.20, 82.23, 82.23-1, 
and 82.97. 

§ 82.97 Consideration for amendments 
providing for progress payments. 

Contracts may not be modified except 
in the interest of the Government. Con¬ 
tracts w r hich do not provide for progress 
payments may be amended (§ 82.85-5) to 
provide for progress payments only w’hen 
the amendment provides new and valu¬ 
able consideration moving to the Gov¬ 
ernment. Appropriate price reduction 
may provide this consideration. In the 
varying circumstances of individual 
cases, the consideration for progress pay¬ 
ments need not necessarily be monetary. 
Agreements by the contractor, incorpo¬ 
rated in such an amendment, for the 
benefit of and substantially advan¬ 
tageous to the Government, may consti¬ 
tute sufficient consideration for an 
amendment providing for progress pay¬ 
ments. When estimated financing costs 
have been included as an element 
(whether or not identified) in the con¬ 
tract price of a contract not providing 
for progress payments, it is fair to ex¬ 
pect elimination of the applicable por¬ 
tion of that element of the price when 
progress payments are provided by 
amendment. The fair and reasonable 
consideration for the progress payment 
amendment should approximate in value 
as nearly as practically ascertainable 
the amount by which the contract price 
would have been smaller if a Progress 
Payment clause had been contained in 
the contract in the first instance. In the 
absence of definite information on this 
point, pertinent factors for estimating 
the fair and reasonable amount of con¬ 
sideration would include (a) the amounts 
of progress payments expected to be 
outstanding for estimated periods of 
time, (b) the cost of equivalent working 
funds to the contractor, and (c> the 
estimated profit rate expected to be 
earned by contract performance. If 
not accomplished by a contract price re¬ 
duction, other concessions or agreements 
by the contractor, advantageous to the 
Government and incorporated in the 
amendment, may be fairly evaluated and 
accepted as being of value reasonably 
equivalent to a price reduction. This 
consideration should be such as is fair, 
equitable and reasonable in the light of 
the circumstances of each case. See 
§ 82.96. This consideration should be 
for the progress payment amendment, 
and there shall be no provision for in¬ 
terest or other specific charge for prog¬ 
ress payments, or for a reduction in pay¬ 
ments after the progress payment 
amendment (other than any agreed dis¬ 
count for prompt payment) by reason of 
the making of progress payments. 

G. C. Bannerman. 

Director for Procurement Policy , 
Office of Assistant Secretary 
of Defense (Supply and Logis¬ 
tics). 

October 20, 1959. 

[F.R. Doc. 59-8961: Filed, Oct. 22, 1959; 

8:43 a.m.J 
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Chapter VII—Department of the 
Air Force 

FART 800—DEPARTMENT OF THE 
AIR FORCE SEAL 

A new Part 800 is added as follows: 
Sec. 

800.1 Description. 

800.2 Use. 

800.3 Coat of arms. 

800.4 Official drawings. 

Authority: §§ 800.1 to 800.4 issued under 
sec. 8012, 70A Stat. 488; 10 U.S.C. 8012. 

Source: AFR 11-10, Sept. 23. 1959. 

§ 800.1 Description. 

The Air Force Seal, established by 
Executive Order 9902, November 5, 1947, 
is the impression used on official docu¬ 
ments and records of the Department 
of the Air Force. 

(a) The Coat of Arms, in the center 
portion of the Seal, consists of two com¬ 
ponents: 

(1) The Crest includes the eagle, cloud 
formation, and heraldic wreath. The 
American bald eagle symbolizes the 
United States and its airpower, while 
the wreath beneath the eagle, composed 
of six alternate folds of metal and color, 
repeats the principal metal and color 
used in the Shield, white (representing 
silver) and light blue. The cloud forma¬ 
tion behind the eagle depicts the crea¬ 
tion of a new firmament—the Depart¬ 
ment of the Air Force. 

(2) The Shield, immediately below the 
eagle, is divided horizontally into two 
parts by a nebuly line representing 
clouds. The top portion of the shield 
bears the heraldic thunderbolt, which 
portrays striking power through the 
medium of air. 

(b) The 13 encircling stars represent 
the original 13 colonies. 

(c) Roman numerals beneath the 
shield indicate 1947, the year the Depart¬ 
ment of the Air Force was established. 

(d) The band encircling the whole 
design, bears the inscriptions ‘'Depart¬ 
ment of the Air Force” and "United 
States of America.” 

(e) The official Air Force colors, ul¬ 
tramarine blue and golden yellow, are 
used in the Seal. Ultramarine blue is 
used for the circular background of the 
Seal, while the upper part of the Shield 
of the Coat of Arms is light blue, rep¬ 
resenting the sky. The lower part of 
the Seal is white, representing the heral¬ 
dic metal silver. The thunderbolt is 
golden yellow with flames in natural 
color. Alternate twists of white and 
light blue make up the wreath of the 
crest, while the eagle and cloud are in 
their natural colors. The 13 stars are 
white, and the Roman numerals golden 
yellow. White, edged in golden yellow 
with black letters, is used on the en¬ 
circling band. 


RULES AND REGULATIONS 

§ 800.2 Use, 

(a) Official policy. _(l) Use of the 
Seal or any part thereof is permitted 
only as approved by the Department of 
the Air Force. Falsely making, forging, 
counterfeiting, mutilating, or altering 
the Seal, or knowingly using or possess¬ 
ing with fraudulent intent any such al¬ 
tered Seal, is punishable by law (62 Stat. 
714; 18 U.S.C. 506). 

(2) Display of the Seal as a wall plaque 
is authorized by museums, military soci¬ 
eties, and governmental institutions, 
when specifically approved by Hq USAF. 

When use of the entire Seal or any part 
thereof is desired, request for approval 
will be forwarded to Hq USAF (AFPMP- 
12-C), Washington 25, D.C. 

(b) Unauthorized uses. The Seal will 
not be used: 

(1) On souvenir or novely items of an 
expendable nature. 

(2) On toys or commercial gifts and 
premiums. 

(3) As a letterhead design on sta¬ 
tionery. 

(4) On menus, matchbook covers, 
sugar envelopes, calendars, and similar 
items. 

(5) To adorn civilian clothing. 

(6) On membership cards of military 
or quasi-military clubs^societies, etc. 

(7) On athletic clothing and equip¬ 
ment. 

(8) On any article which may dis¬ 
credit the Seal or reflect unfavorably 
upon thg Department of the Air Force. 

§ 800.3 Coal of arms. 

The Coat of Aims appears in two dis¬ 
tinctive styles. Authorized uses of the 
Coat of Arms are set forth in paragraph 
(a) of this section. 

(a) Coat of Arms, with or without en¬ 
circling stars (in black and white, color, 
monochrome reproduction, pictorial or 
sculptured relief) may be used for orna¬ 
mentation, for nonofficial use, on articles 
of jewelry, such as watches, rings, tie 
clasps, cuff links, bracelets, cigarette 
lighters, and similar articles where use 
of the Coat of Arms is in good taste and 
appropriate to the occasion. 

(b) Use of the Coat of Arms in in¬ 
stances set forth in paragraph (a) of this 
section must be specifically approved by 
Hq USAF (AFPMP-12-C), Washington 
25. D.C. When Hq USAF approves use 
of the Coat of Arms for nonofficial pur¬ 
poses, it will do so only with th£ under¬ 
standing that such usage in no way 
reflects Air Force endorsement of the 
product involved. 

§ 800.1 Official drawings. 

Official drawings of the Seal or any 
part thereof required for reproduction 
purposes may be obtained from Hq USAF 
(AFPMP-12-C), Washington 25, D.C. 



CsealI Charles M. McDermott, 
Colonel, U.S. Air Force, Deputy 
Director of Administrative 
Services . 

(F.R. Doc. 59-8963; Filed, Oct. 22. 1959; 
8:48 a.m.l 


Title 4—ACCOUNTS 

Chapter I—General Accounting Office 

SUBCHAPTER D—TRANSPORTATION 

1 Transmittal Sheets 5-4 and 5-5, Title 5, 
General Accounting Office Policy and Pro¬ 
cedures Manual for Guidance of Federal 
Agencies] 

part 51—PASSENGER TRANSPOR¬ 
TATION SERVICE FOR THE AC¬ 
COUNT OF THE UNITED STATES 

PART 52—FREIGHT TRANSPORTA¬ 
TION SERVICES FURNISHED FOR 
THE ACCOUNT OF THE UNITED 
STATES 

PART 53—CLAIMS BY THE UNITED 
STATES RELATING TO TRANS¬ 
PORTATION SERVICES 

PART 54—CLAIMS AGAINST THE 
UNITED STATES RELATING TO 
TRANSPORTATION SERVICES 

Miscellaneous Amendments 

1. Section 51.2 is changed to read: 
§51.2 Applicability. 

The regulations in this part are appli¬ 
cable to all passenger transportation 
services, domestic, foreign, and inter¬ 
national, and United States of America 
Transportation Requests, SF1169, should 
be utilized to procure such services except 
as otherwise provided herein or as specif¬ 
ically authorized in writing by the Comp¬ 
troller General of the United States. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25, 31 XJS.C. 49) 

2. Section 51.9 is changed to read: 

§ 51.9 Unused ticket redemption form. 

SF 1170, Redemption of Unused Tick¬ 
ets, is available in either a four-part or 
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a five-part, snapout. carbonized set con¬ 
sisting of an original and either three or 
four copies. The original and the last 
copy are on punched card stock and the 
other copies are on white paper stock. 
The agency name and address will be 
preprinted on the form when there is 
volume use and arrangements therefor 
are made in advance with the General 
Services Administration. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 

49) 

3. Section 51.10 is changed to read: 

§ .>1.10 Passenger billing vouchor forms. 

The original of Public Voucher for 
Transportation of Passengers. SF 1171, 
is printed on white paper and is 8*4 by 
14 inches over-all including a perforated 
coupon, 8*4 by 33' lfi inches, at the bottom 
of the form. Carriers may request ap¬ 
proval of proposed changes in format to 
conform to machine billing. SF 1171A 
is printed on yellow paper in the same 
size as the original without the perfo¬ 
rated coupon. 

(See. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 

49) 

4. Section 51.16 is changed to read: 

§ 51.16 Quantity ticket purchases. 

When there is a continuing substantial 
volume of individual travel via the same 
mode and class of transportation be¬ 
tween one origin and one destination and 
each one-way single fare does not exceed 
$5.00, written application from an agency 
or department for continuing permission, 
not heretofore granted, to use transpor¬ 
tation requests to procure a group of 
one-way or round-trip tickets for use 
within any one 30-day period of a fiscal 
year will be given consideration by the 
General Accounting Office. The applica¬ 
tion shall include proposed procedures 
and requirements under which the inter¬ 
ests of the United States will be ade¬ 
quately safeguarded and should be 
addressed to the Director of the Trans¬ 
portation Division. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 

49) 

5. Section 51.18 is changed to read: 

§ 31.18 Joint procurement of rail trans¬ 
portation and accommodations, 

SF 1169 is designed to permit, and 
should be used for, the joint procure¬ 
ment from rail carriers of transportation 
and accommodations by the issuance of 
but one document. However, when such 
issuance is neither feasible nor prac¬ 
tical, because of circumstances involved, 
the request may be issued for the sepa¬ 
rate procurement of rail transportation 
°r sleeping or parlor car accommoda¬ 
tions. Whenever a transportation re¬ 
quest is issued to procure sleeping or 
Parlor car accommodations only, includ¬ 
ing those accommodations provided by 
the Pullman Company, it should be 
drawn on the rail carrier that w T ill issue 
the sleeping or parlor car tickets with 
this exception: When the transportation 
No. 208-5 


request is to be presented on the train 
for Pullman Company accommodations, 
it should be drawn on the Pullman 
Company. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or appUes sec. 309, 42 Stat. 25, 31 U.S.C. 
49) 

6. Section 51.19 is amended to read: 

§ 31.19 Stopovers, 

When a traveler is obliged to make one 
or more stops to conduct official business, 
the use of a through ticket with stopover 
privileges, which ticket may be obtained 
in exchange for only one transportation 
request, frequently results in a saving to 
the Government. In any event, each 
stopover on official business must be 
specifically identified as such on the 
transportation request when (a) travel 
is by domestic airlines; (b) sleeping or 
parlor car accommodations are used; or 
(c) excess baggage services via air are 
involved. 

(Sec. 311, 42 Stat. 25, 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 
49) 

7. Section 51.22 is amended to read as 
follows: 

§ 31.22 Unauthorized services. 

Transportation requests shall not be 
issued for personal transportation serv¬ 
ices. or to include at an additional cost 
unauthorized services, or to obtain trans¬ 
portation services exceeding those au¬ 
thorized under the applicable travel 
authority or regulations, such as extra- 
fare trains or planes, stopovers which 
increase the cost of passage, higher- 
priced indirect routings, etc. When the 
traveler desires such unauthorized serv¬ 
ices the additional cost thereof (includ¬ 
ing the U.S. Government transporta¬ 
tion tax) must be paid in cash by the 
traveler and collected by the carrier at 
the time the transportation requests 
covering the authorized services or ac¬ 
commodations is exchanged for tickets. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. In¬ 
terprets or applies sec. 309, 42 Stat. 25. 31 
U.S.C. 49) 

8. Section 51.25 is amended to read as 
follows: 

§ 31.23 Tenders. 

Tenders or quotations of special rates, 
fares, charges, or concessions for com¬ 
mon or contract carrier passenger trans¬ 
portation services, including those made 
under section 22 of the Interstate Com¬ 
merce Act, as amended, 49 U.S.C. 22, 
shall be reduced to writing and promptly 
transmitted by administrative agencies 
or the negotiating agency directly to the 
Transportation Division, U.S. General 
Accounting Office, Washington 25, D.C. 

(Sep. 311, 42 Stat. 25. 31 U.S.C. 52. In¬ 
terprets or applies sec. 309, 42 Stat. 25, 31 
U.S.C. 49) 

9. Section 51.37 is amended to read: 

§ 51.37 Joint issuances of rail and sleep¬ 
ing or parlor cur tickets. 

When a single transportation request 
is presented for rail transportation and 
sleeping or parlor car accommodations, 
both rail and sleeping or parlor car 


tickets will be Issued by ticket agents; 
however the issuance will be subject to 
the exceptions and qualifications set 
forth in §§ 51.38 through 51.42. 

(Sec. 311, 42 Stat. 25, 31 U.S.C. 52. In¬ 
terprets or applies sec. 309, 42 Stat. 25, 31 
U.S.C. 49) 

10. Section 51.38 is amended to read: 

§ 51.38 Issuance and use of sleeping or 
parlor cur tickets when accommoda¬ 
tions are not assigned. 

When the ticket agent at the point 
where travel begins is unable to assign 
space because: 

(a) Sleeping or parlor car accommoda¬ 
tions are not to begin at the initial point 
of rail travel and advance reservations 
cannot be obtained; 

(b) Sleeping or parlor car service is 
authorized from the initial point of rail 
travel, but the space assignment at such 
point has been exhausted; or 

<c) Round trip sleeping or parlor car 
service is authorized and accommoda¬ 
tions cannot be obtained in advance for 
the return trip; he will issue a sleeping 
or parlor car ticket (or tickets) endorsed 
to sliow the type and quantity of ac¬ 
commodations and the points between 
which accommodations are authorized in 
accordance with transportation request 
issuance. In these situations there is 
no guarantee that the authorized ac¬ 
commodations will be available; thus, it 
is incumbent upon travelers holding such 
tickets to immediately attempt to obtain 
actual space assignments upon arrival 
at points where the accommodations are 
to be furnished. When the accommoda¬ 
tions or transportation services supplied 
are of a character different from or a 
value lesser than those authorized by 
the tickets, the traveler should en¬ 
deavor to secure a written acknowledge¬ 
ment of that fact from the local ticket 
agent or conductor assigning the space 
and submit it promptly with a written 
report of the facts and circumstances to 
the appropriate designated office of the 
administrative agency. Also, this report 
should identify the transportation re¬ 
quest used to procure the transportation 
involved and should be accompanied by 
any unused tickets or transportation 
coupons in the traveler’s possession. In 
this connection, attention is directed to 
the fact that SF 1173, Report of Change 
in Passenger Transportation Service, is 
available for use, if desired, in submitting 
reports to the administrative agency. 

(Sec. 811, 42 Stat. 25. 31 U.S.C. 52. In¬ 
terprets or applies sec. 309, 42 Stat. 25, 31 
U.S.C. 49) 

11. Section 51.39 is amended to read: 

§ 51.39 Use of Accommodation Authority 
form in lieu of sleeping or parlor car 
ticket. 

When ticket agents are supplied with 
railroad tickets but not supplied with 
sleeping or parlor car tickets, traveler (s) 
will be issued rail tickets and furnished a 
uniform prenumbered “Accommodation 
Authority’* form covering the accom¬ 
modations authorized by the transpor¬ 
tation request. This form will be 
honored by sleeping or parlor car con¬ 
ductors and handled in the same manner 
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as hereinafter outlined for parties of 15 
or more. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309 , 42 Stat. 25, 31 U.S.C. 49) 

12. Section 51.40 is amended to read: 

§ 51.40 Use of Accommodation Authority 
form for parlies of 15 or more when 
there is no car to car transfer cn 
route* 

When parties of 15 or more are moving 
by rail in through sleeping car equip¬ 
ment, tickets will be issued for rail travel 
only and a uniform prenumbered “Ac¬ 
commodation Authority” form will be 
issued for sleeping car accommodations. 
This form, which is supplied by the rail 
carriers, will be prepared by the carrier’s 
agent at the point of origin to show in 
the spaces provided, in conformity with 
the authorization of the related trans¬ 
portation request, all the required infor¬ 
mation, i.e., the name of the origin rail¬ 
road; the symbol or main number, if 
any; the name of the traveler or person 
in charge of a group; the number of 
other passengers; the number and kind 
of accommodations; the points between 
which accommodations are to be fur¬ 
nished ; the transportation request num¬ 
ber; the rail ticket expiration date; the 
name of the issuing station; the date on 
which the form is issued; and the im¬ 
pression of the ticket dater stamp. The 
original copy of the “Accommodation 
Authority” form will be given to the 
traveler or person in charge of a group, 
who will present it to the sleeping car 
conductor (not the ticket agent) as au¬ 
thority for sleeping car accommodations. 
The sleeping car conductor will endorse 
on the back of the form over his signa¬ 
ture the accommodations furnished; if 
such accommodations vary from the ac¬ 
commodations authorized, he will also 
state in writing the reason for such vari¬ 
ation. After the “Accommodation Au¬ 
thority” form has also been signed by 
the traveler or person in charge of a 
group, the sleeping car conductor will 
lift it and the form will subsequently 
be used by the billing carrier to support 
its bill. 

(Sec. 311, 42 Stat. 25, 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25, 31 U.S.C. 49) 

13. A new section 51.40a is added, as 
follows: 

§ 51.40a Use of Accommodation Au¬ 
thority form for parties of 15 or 
more when there is a car to car trans¬ 
fer en route* 

When parties of 15 or more are moving 
by rail and it is necessary for them to 
transfer en route from one sleeping car 
to another, the “Accommodation Au¬ 
thority” form will be issued, prepared, 
and delivered to the traveler or person 
in charge of a group as outlined in 
§ 51.40. The traveler or person in charge 
of a group will present it to the sleeping 
car conductor at the point of origin, who 
will endorse on the back of the form over 
his signature, the accommodations fur¬ 
nished from the origin to the transfer 
point, and. if such accommodations vary 
from the accommodations authorized. 
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he will state in writing the reason for 
such variation. After the traveler or 
person in charge of a group has signed 
the “Accommodation Authority” form, 
the sleeping car conductor will lift -it 
and furnish the traveler or person in 
charge of a group a transfer check which 
will be endorsed to show the number of 
the “Accommodation Authority” form, 
the issuing railroad, the point of origin, 
the final destination, and the accommo¬ 
dations authorized by the “Accommoda¬ 
tion Authority” form. The conductor 
will also endorse on the reverse side of 
the “Accommodation Authority” form 
the form and number of the transfer 
check. The traveler or person in charge 
of a group will present the transfer 
check to the sleeping car conductor at 
the transfer point, who will endorse on 
the back of it over his signature the ac¬ 
commodations furnished; if such accom¬ 
modations vary from the accommoda¬ 
tions authorized, he will also state in 
writing the reason for such variation. 
After the transfer check has been signed 
by the traveler or person in charge of a 
group, the sleeping car conductor will 
lift it and the form will subsequently be 
used by the billing carrier to support its 
bill. If a second transfer en route is 
necessary a second transfer check will 
be prepared, issued, and used in the same 
manner as the first; the reverse of such 
transfer check will be endorsed to show 
the issuing railroad and the form and 
number of the first transfer check. 

(Sec. 311, 42 Stat. 25, 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25, 31 U.S.C. 49) 

14. Section 51.41 is amended to read: 

§ 51.41 Honoring of transportation re¬ 
quest on train for rail and sleeping 
or parlor car services* 

When there is no ticket agent on duty, 
necessitating that rail and sleeping or 
parlor car tickets be obtained at the 
nearest available point en route, rail and 
sleeping or parlor car conductors will (a) 
honor the transportation request to the. 
first station en route where rail and 
sleeping or parlor car tickets can be ob¬ 
tained, (b) endorse on the back of the 
request over their signatures the points 
between which the request was honored 
without tickets and (c) secure the signa¬ 
ture of the traveler below the endorse¬ 
ment. The ticket agent at such en route 
station in exchange for the transporta¬ 
tion request, will issue rail and sleeping 
or parlor car tickets from the initial 
points of service as authorized on the 
transportation request. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25, 31 U.S.C. 49) 

15. Section 51.42 is amended to read: 

§ 51.42 Honoring of transportation re¬ 
quest on train for sleeping or parlor 
ear only. 

When a transportation request is pre¬ 
sented on the train for sleeping or parlor 
car accommodations only the request will 
be honored by the sleeping or parlor car 
conductor. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25, 31 U.S.C. 49) 


16. Paragraphs (c) and (d) of § 51.44 
are amended to read: 

§ 51.4-4 Portion of transportation re¬ 
quest reserved for carrier's use* 

• • • • # 

(c) In the “Accomod.” space under the 
heading “Agent’s Value,” the ticket agent 
will enter the cost of accommodations 
furnished in accordance with the trans¬ 
portation request authorization, such 
berths, roomettes, parlor car seats 
(whether Pullman or railroad), coach 
reserved seats, or air berth accommoda¬ 
tions. Ordinarily, entries will not be 
made in this space by bus and water car¬ 
riers (except when the stateroom char e 
is separate) since under their existing 
tariff structures there is no distinction 
between charges for transportation and 
charges for other related services. 

(d) In the “Transp.” and “Accomod.” 
spaces under “Auditor’s Value,” entries 
by carriers* audit offices, with the excep¬ 
tion of rail carriers, will cover the same 
charges as specified above for similarly 
designated spaces under “Agent’s Value.” 
Railroad audit offices, however, may 
enter under “Transp.” all of the charges 
accruing for rail services and under 
“Accomod.” all of the charges for ac¬ 
commodations. In some instances this 
will result in identical items and amounts 
being included by the ticket agent under 
“Accomod.” and by the auditor under 
“Transp.” 

17. Section 51.48 is amended to read: 

§ 51.18 Use of “Redemption of Unused 

Tickets” form. 

Unused tickets, exchange orders, etc., 
and portions thereof, shall be processed 
to carriers for refund by means of SP 
1170, Redemption of Unused Tickets. 
A separate SP 1170 must be used for each 
transportation request, though more 
than one ticket or adjustment transac¬ 
tion may be listed on that form. In 
no case should more than one transpor¬ 
tation request be covered on one SP 
1170. When the refund request is based 
on the honoring of first-class rail tickets 
in coach service and unused Pullman 
Company sleeping car or parlor car tick¬ 
et (s) is involved the SP 1170 being 
sent to the rail carrier should be an¬ 
notated to show that a separate refund 
adjustment is being requested from the 
Pullman Company; the SP 1170 being 
sent to the Pullman Company also 
should be annotated to show that appli¬ 
cation for refund has been made to the 
rail carrier. Refund requests involving 
unused Pullman Company tickets or ac¬ 
commodations shall be addressed to the 
General Office of the Pullman Company 
notwithstanding such accommodations 
were procured jointly with the related 
rail transportation on a single transpor¬ 
tation request drawn on. billed by. and 
paid to a rail earner. However, if the 
unused sleeping car or parlor car tick¬ 
ets are on a rail carrier’s ticket stock, 
the SP 1170 should be forwarded to such 
rail carrier. 

(Sec. 311, 42 Stat. 25, 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25. 31 U.S.C. 49) 
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18. Section 51.49 is amended to read: 

§ 51.49 Processing of “Redemption of 
Unused Tickets” form by Govern¬ 
ment agencies. 

SP 1170, which is available in a four- 
part set or a five-part set, shall be proc¬ 
essed by the agencies of the Government 
as follows: 

(a) All copies shall be properly and 
completely executed as to the required 
detail; if unused tickets or portions 
thereof are not involved then the essen¬ 
tial facts on which the refund claim is 
based should be included on SP 1170; 

fb) The original and the triplicate 
copy shall be forwarded to the carrier 
together with any involved unused tick¬ 
ets or portions thereof: 

(c) The duplicate copy shall be for¬ 
warded to the Transportation Division, 
U.S. General Accounting Office. Wash¬ 
ington 25, D.C., at the same time the 
original and the triplicate copy are for¬ 
warded to the carrier; and 

(d) The quadruplicate copy and, if a 
five-part form is used, the quintuplicate 
copy shall be retained by the adminis¬ 
trative office for internal processing after 
receipt of the refund or pertinent ad¬ 
vice from the carrier with respect to the 
request for refund. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25, 31 U.S.C. 49) 

19. Section 51.52 is amended to read: 

§ 51.52 Prohibiting of rebilling adjust¬ 
ment by carriers or Government 
agencies and reporting of failure to 
receive refund. 

Carriers should make prompt refund 
of monies due in connection with items 
listed on SP 1170 even though the bill 
covering charges for the related trans¬ 
portation request has not been submitted 
or paid Connectively, carrier bills for 
the related charges on transportation 
requests will not be subjected adminis¬ 
tratively to deduction, revision, or re¬ 
billing to adjust such Items, except as 
provided in the next paragraph. How¬ 
ever. should a carrier fail to make re¬ 
fund or to furnish satisfactory reasons 
why no refund is due. within 3 months 
from the time application is made, or 
refuse to make an adjustment for unused 
transportation, the Government agency 
involved shall refer the matter to the 
Transportation Division, U.S. General 
Accounting Office, Washington 25, D.C., 
for appropriate action, transmitting 
therewith a copy of the pertinent SP 
1170 and all related correspondence. 

(Sec. 311. 42 Stat. 25. 31 U.S.C. 52. Inter-- 
Prets or applies sec. 309, 42 Stat. 25. 31 U.S.C. 


20. A new undesignated center head 
^nd a new § 51.59a are added, following 
5 51.59, to read as follows: 

Lost or Stolen Tickets 
§ 51.59a Lost or stolen tickets. 

Travelers or other accountable persons 
are responsible for the custody of tickets 
and other transportation documents re¬ 
ceived in exchange for transportation 
requests or other procuring instruments, 
and the failure to safeguard such docu¬ 
ments to the extent that they are used 
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by unauthorized persons may result in 
personal liability to the traveler or other 
accountable person. Administrative reg¬ 
ulations issued in accordance with 
§ 51.68 should caution travelers or other 
accountable persons in this respect. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 
49) • 

21. Section 51.62 is revised to read: 

§ 51.62 Factual support of charges 
billed. 

In all instances when information or 
facts additional to those shown on the 
transportation request or other author¬ 
ized procurement document are neces¬ 
sary to support or explain charges billed, 
documentary evidence of such facts shall 
bear a reference to the serial number of 
the transportation request or other docu¬ 
ment involved, be associated therewith, 
and made a part of the related billing 
record (SF 1171). Original signed cer¬ 
tifications or affidavits, section 22 quota¬ 
tions, charter orders, air ferry or live 
mileage supports, excess baggage cou¬ 
pons or similar documentary evidence 
showing gross and net weights of the 
baggage carried, bus deadhead mileage 
supports, “Accommodation Authority” 
forms, transfer checks, authorizations, 
etc., are in this category and. where re¬ 
quired, must be furnished in support of 
billings. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 
49) 

22 . Paragraph (a) of § 51.65 is 
changed to read: 

§ 51.65 F.xecution of carrier billing 
forms. 

(a) SF 1171 shall show the complete 
serial number of each billed transporta¬ 
tion request and opposite thereto the 
applicable charges; those for transporta¬ 
tion in the column headed “Transporta¬ 
tion” and those for accommodations, 
such as Pullman, air berth, or stateroom 
in the column headed “Accommoda¬ 
tions.” Entries in these respective col¬ 
umns should correspond with the totals 
shown under “Auditor’s Value” in the 
“For Carriers Use Only” area on each 
listed SF 1169, with a separate total for 
each column and a grand total shown 
in the designated spaces. SF 1171 is 
designed to permit a machine tabular 
listing of transportation requests though 
such is not a requirement. Carriers are 
requested to make a special effort, when 
the changes are to be billed to the same 
office, to include as many transportation 
requests as may be itemized on one SF 
1171. Such practice will reduce the 
number of billings as well as the number 
of Government checks issued, and mate¬ 
rially facilitate payment and audit 
processes. 

(Sec. 311, 42 Stat. 25, 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 
49) 

23. Section 51.67 is amended to read: 

§ 51.67 Transmission of carrier bills 
with supporting data. 

Transportation requests, together with 
appropriately referenced supporting doc¬ 
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umentation, should be placed in one en¬ 
velope by the carrier and fonvarded with 
the related SF 1171 for payment. Ad¬ 
ministrative offices are requested not to 
fold, staple, spindle, or mutilate trans¬ 
portation requests and should insure 
that transportation requests and sup¬ 
porting material are kept together and 
transmitted in an envelope that is se¬ 
curely attached to the related SF 1171. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25. 31 
U.S.C. 49) 

24. A new r § 51.67a is added as follows: 

§ 51.67a Cross reference on billings for 
additional or supplemental service. 

Vouchers covering payments for trans¬ 
portation requests that are issued to ex¬ 
tend or supplement the services covered 
by other transportation requests which 
have been paid in other vouchers, must 
be endorsed by the paying office or the 
administrative agency to show the D.O. 
Voucher number, date of payment, and 
disbursing office symbol number of the 
prior payment. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 
US.C. 49) 

25. That portion of 5 52 2 which fol¬ 
lows the list of standard forms is 
amended to read: 

§ 52.2 Standard forms for all shipments 
except those accorded transit privi¬ 
leges. 

***** 

The size of the above-prescribed forms 
will be 8 & by 11 inches and the original 
bill of lading, the freight waybill—car¬ 
rier’s copy, and the corresponding con¬ 
tinuation sheets will be printed on white 
paper. The memorandum bill of lading 
and its continuation sheet will be 
printed on yellow paper and the shipping 
order and its continuation sheet on pink 
paper. 

(Sec. 311. 42 Stat. 25, 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 
US.C. 49) 

26. That portion of 5 52.4(a) W'hich 
follows the list of standard forms is 
amended to read: 

§ 52.4 Standard forms for shipments ac¬ 
corded transit privileges. 

The size of the above-prescribed forms 
w'ill be 8 Y 2 x 14 inches and the original 
transit bill of lading, the transit freight 
waybill—original, and the transit freight 
waybill—carriers copy will be printed on 
w'hite paper. The memorandum transit 
bill of lading will be printed on yellow 
paper and the transit shipping order on 
pink paper. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 
U.S.C. 49) 

27. Sections 52.5 is amended to read: 
§ 52.5 Overprinting. 

No departure from the exact specifica¬ 
tions of the standard bill of lading forms 
herein prescribed will be permitted, but 
this will not be construed to prevent a 
department or establishment from 
ordering printed on the forms used by it. 
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when more economical and advanta¬ 
geous to do so, the name of the depart¬ 
ment or establishment, name of bureau 
or service, place of issue, title of issuing 
officer, and designation of appropriation 
or fund chargeable. 

(Sec. 311, 42 Stat. 25, 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 31 U.S.C. 49) 

28. Section 52.6 is amended to read: 

§ 52.6 Accountability and control. 

Appropriate accountability records 
must be maintained by the departments 
and establishments of the United States 
Government for the purpose of control¬ 
ling the stock of printed bills of lading 
on hand and for fixing accountability 
upon the employees responsible for their 
issuance and use. To facilitate such con¬ 
trol, the bill of lading forms will be 
serially numbered at the time of man¬ 
ufacture. An alphabetical-numerical 
sequence will be followed in numbering 
these forms. SF 1103 assemblies (in¬ 
cludes SFs 1003a, 1104, 1105, and 1106) 
will start with the number A0,000,001 and 
will continue through A9.999.999 after 
which the letter symbol will change to 
B. thence C, etc. SF 1131 assemblies (in¬ 
cludes SFs 1131a, 1132, 1133, and 1134) 
will start with the number AT 000,001 
and continue through AT 999,999, after 
which the letter symbols will change to 
BT, thence CT, etc. Departmental num¬ 
bering. coding, or symbolization will not 
be permitted. 

(See. 811, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 
49) 

29. Section 52.7 is amended to read: 

§ 52.7 Description and distribution. 

(a) U.S. Government Bill of Lading 
Forms and U.S. Government Transit 
Bill of Lading Forms will be arranged 
in sets of seven and nine parts each. 
These sets, all parts of which will be 
prepared simultaneously, will consist, re¬ 
spectively, in the exact order named, of: 

(1) The original bill of lading, which 
contains the terms and conditions of the 
contract of transportation, the descrip¬ 
tion of the articles comprising the ship¬ 
ment, and evidence of delivery, and 
which will, except as hereinafter pro¬ 
vided, be used as supporting evidence for 
the voucher covering the transportation 
charges involved: 

(2) The shipping order, which is to be 
retained by the carrier’s agent at ship¬ 
ping point; 

(3) The freight waybill—original, 
which is to accompany the shipment or 
to be otherwise conveyed to destination 
in accordance with instructions of the 
carrier; 

(4) The freight waybill—carrier’s 
copy, which is to be disposed of in ac¬ 
cordance with instructions of the car¬ 
rier; and 

(5) Three or five copies of the memo¬ 
randum copy of the bill of lading, which 
are to be retained by the shipper for ad¬ 
ministrative purposes. 

(b) U.S. Government Bill of Lading 
Continuation Forms also will be arranged 
in seven- and nine-part sets consisting. 
In the following order, of SFs 1109, 1110, 
1111,1112, and three or five HODa’s. 
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<c) Separate supplies of the memo¬ 
randum forms, SFs 1003a, 1109a, and 
1131a are available for addition to the 
respective seven- and nine-part sets 
when additional copies are required for 
administrative purposes; however, in the 
interest of economy, the number of such 
memorandum copies should be kept at a 
minimum. 

(Sec. 311, 42 Stat. 26, 31 U.S.C. 52. Interprets 
or appUcs sec. 309, 42 Stat. 25, 31 U.S.C. 49) 

30. Section 52.8 is amended to read: 

§ 52.8 Procedures for preparing bill of 
lading forms. 

In preparing the sets of Government 
bill of lading forms, careful attention 
should be given to all instructions and 
details in arrangements, especially to the 
boxed section headed “For use of Desti¬ 
nation Carrier Only,” which must not 
be covered by marks or writing since it 
is for the sole use of the accounting 
officer of the destination carrier who in¬ 
serts therein the proper class, rates, and 
charges. This boxed section is not ruled 
on the memorandum copies of the bill of 
lading form and the space thereon should 
be used by the Issuing officer for show¬ 
ing the estimated transportation charges 
and for such accounting classifications 
as may be administratively required. 
The issuing officer must, in every case, 
sign the “Certificate of Issuing Officer” 
regardless of whether the bill of lading 
is to be used by a contractor as shipper. 
Carbon impression signatures on the 
shipping order and other forms will be 
acceptable. When the bill of lading is to 
be used by ^contractor as shipper, it is 
particularly important that the issuing 
officer fill in above his signature the con¬ 
tract or purchase order number, the date 
thereof, and the f.o.b. point named in 
such contract or purchase order, since 
in the absence of such data on bills of 
lading the carrier may refuse to accept 
the shipment from a contractor or ship¬ 
per. The statement concerning pick-up 
or trap car service at origin must be 
initialed by the shipper or shipper’s 
agent. 

(Sec. 311. 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309. 42 Stat. 25. 31 U.S.C. 49) 

31. Section 52.9 is amended to read: 

§ 52.9 Action of the carrier’s agent and 
disposition of the U.S. Government 
bill of lading forms. 

Upon delivery of Government prop¬ 
erty to a earner for shipment, the agent 
of the initial carrier should insert the 
name of his company in the space pro¬ 
vided therefor in the lower lefthand 
portion of the original bill of lading, to¬ 
gether with his signature and the date 
the shipment was received, and he should 
verify that the statement made on the 
original bill of lading—that carrier fur¬ 
nished pick-up or trap car service at 
origin—is in accord with the facts and 
that such statement contained on the 
original bill of lading is the same as that 
contained on the shipping order. The 
shipping order, the freight waybill—orig¬ 
inal, and the freight waybill—carrier’s 
copy will be surrendered to the agent of 
the initial carrier at the time the ship¬ 
ment is accepted and the bill of lading 


is receipted by its agent, at which time 
the original bill of lading must be im¬ 
mediately forwarded by the shipper 
(issuing officer or contractor) to the con¬ 
signee, in order that it will be in his 
possession upon arrival of the shipment 
at destination, when it will be promptly 
receipted and surrendered by him to the 
last carrier for billing. However, in 
those instances in which it is apparent 
to the shipper that the mailing of the 
original bill of lading to the consignee 
will result in arrival of the shipment 
prior to the arrival of the original bill 
of lading (as, for example, in cases of 
single-line rail hauls, when shipping by 
air or by railway express, and in many 
cases of shipment by highway, etc.), or 
in the case of all shipments of Govern¬ 
ment property, if it is administratively 
determined that some substantial inter¬ 
est of the Government will be served 
thereby; the original bill of lading may, 
by agreement with the carrier receiving 
such shipments, be surrendered to said 
carrier, or its agent, to accompany the 
shipment or, at the discretion of the car¬ 
rier, to be transmitted to destination by 
such other means as the carrier may 
elect. Whenever the original bill of lad¬ 
ing is surrendered to a carrier with the 
shipment, the certificate which appears 
on the bill of lading, “Initial Carrier’s 
Agent, by Signature Below, Certifies He 
Received the Original Bill of Lading □ 
Yes (Indicate by Check),” shall be 
checked to so indicate by the carrier's 
agent who signs for the shipment. In 
such cases one memorandum copy of the 
bill of lading will be retained by the 
shipper (issuing officer) as an office rec¬ 
ord, and one memorandum copy, so cer¬ 
tified, must be immediately forwarded 
by him to the consignee. Whenever the 
bill of lading is used by a contractor as 
shipper, one memorandum copy thereof, 
so certified, will be retained by the con¬ 
tractor. and memorandum copies, each 
so certified, must be promptly forwarded 
by him to the issuing officer and to the 
consignee. 

32. Section 52.10 is amended to read: 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25, 31 U.S.C. 49) 

§ 52.10 Procedures for use and disposi¬ 
tion of temporary receipt. 

The use by the consignee of the Tem¬ 
porary Receipt in Lieu of U.S. Govern¬ 
ment Bill of Lading. SF 1107. should be 
restricted to instances in which the re¬ 
ceipt of the original U.S. Government 
Bill of Lading is delayed, immediate de¬ 
livery of the shipment is necessary, and 
this form of receipt is demanded by the 
carrier. Under no circumstances will 
transportation charges be paid or certi¬ 
fied for payment based upon a temporary 
receipt. In order that payment of the 
transportation charges may be made 
without undue delay, the person respon¬ 
sible for issuing the temporary receipt 
must maintain a record of each suen 
document issued, and must replace such 
temporary receipt with the original t S. 
Government Bill of Lading as soon as 
such document is received or with a cer¬ 
tificate in lieu of lost bill of lading when 
such document is used. The temporary 
receipt should then be marked canceled, 
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and the number of the U.S. Government 
Bill of Lading or the certificate in lieu of 
lost bill of lading which replaced it 
should be noted thereon. The canceled 
temporary receipt then should be filed 
with the records of the office responsible 
for its issuance. 

(Sec. 311. 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25. 31 U.S.C. 49) 

§52.IS [Rescission] 

33 Section 52.15 is recinded. 

34. Section 52.18 is amended to read: 

§52.18 Original hill of lading located 
after settlement of hill—Action to he 
taken. 

If the original bill of lading is located 
after settlement is made on the certifi¬ 
cate in lieu of lost bill of lading, it will be 
forwarded with appropriate advice to the 
administrative office concerned, there to 
be properly voided and inscribed with 
the disbursing office symbol number, the 
D.O. Voucher number (or the General 
Accounting Cffice certificate of settle¬ 
ment number), and the date paid. The 
voided original bill of lading will then 
be transmitted to the General Account¬ 
ing Office. 

(Sec 411, 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 3C9. 42 Stat. 25. 31 U.S.C. 49) 

35. Section 52.22 is amended to read: 

§ 52.22 Lost original commercial hills of 
lading subsequently recovered. 

It is to be understood that, if the lost 
original commercial bill of lading or lost 
commercial express receipt is located 
subsequent to the conversion of the car¬ 
rier’s “Shipping Order,” the carrier’s 
"Freight Waybill” (A.A.R. Standard 
Form No. AD-129-Part 3), or the Rail¬ 
way Express Agency “Delivery Sheet” to 
a Government bill of lading, it will be 
forwarded with appropriate advice to the 
administrative office concerned. There, 
after payment has been effected on the 
Government bill of lading prepared 
from the commercial documents, the re¬ 
covered original commercial bill of lading 
or commercial express receipt will be 
Properly voided and inscribed with the 
disbursing office symbol number, the D.O. 
voucher number (or the General Ac¬ 
counting Office certificate of settlement 
Dumber), and the date paid; it will then 
po transmitted to the General Account¬ 
ing Office. 

(Sec 311, 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 3G9, 42 Stat. 25. 31 US.C. 49) 

36. Section 52.24 is amended to read: 

§ 52*24 Size ami color. 

The original Public Voucher for 
transportation Charges, SP 1113, should 
i? Panted on white paper and be SV 2 by 
* inches in size with the addition of a 
Perorated coupon, 8 V 2 by 3*in inches, at 
jne bottom of the form, to be used in 
admitting checks in payment of the 
° Uc “ er - The memorandum of the 
oucher, SP 1113a. should be printed on 
paper in the sa me size as the 
without the perforated coupon. 

1?** 311, 42 Stat. 25, 31 U.S.C. 52. Interprets 
applies sec. 309, 42 Stat. 25. 31 US.C. 49) 


37. Section 52.2G is amended to read: 

§ 52.26 Preparation by carriers of Pub- 
' lie Voucher for Transportation 
Charges. 

(a) The arrangement of the voucher 
form requires the listing of the complete 
serial number and amount of each sub¬ 
voucher (bill of lading, etc.); it does not 
provide for descriptive details of the 
service rendered. Except as provided in 
§ 52.33 carriers are requested to make a 
special effort, when the charges are to be 
billed to the same office, to include as 
many subvouchers as possible on each 
voucher form, since such practice will 
materially reduce the number of forms 
used and the number of Government 
checks issued, and will expedite the pay¬ 
ment and audit of transportation 
charges. 

(b) In the preparation of SP 1113, the 
“Payee’s Certificate” must be properly 
executed. 

(c) In the interest of economy the 
carrier will furnish to the department or 
establishment billed only one memo¬ 
randum copy, SP 1113a, with each 
voucher form unless specifically author¬ 
ized in advance by the General Account¬ 
ing Office to furnish extra copies. 

(Sec. 311. 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies sec. 309, 42 Stat. 25, 31 U.S.C. 49) 

38. Section 52.28 is amended to read: 

§ 52.28 .Support for accessorial or spe¬ 
cial charges. 

In connection with its audit activities, 
the General Accounting Office has before 
it only what the carrier and the admin¬ 
istrative agency have submitted as the 
record upon which the carrier was paid. 
There can be no knowledge of services 
furnished which vary from those ordered 
on the processing documents. In all in¬ 
stances where additional information or 
facts are necessary to support higher 
charges because of accessorial or special 
services ordered and furnished incident 
to the line-haul transportation, the U.S. 
Government Bill of Lading. SF 1103, shall 
be indorsed to show the name of the car¬ 
rier upon which the request was made 
and the kind and scope of the special 
services ordered. This indorsement may 
be placed on the face of the bill of lading 
under the “Description of Articles” or in 
the block reserved for “Marks,” if space 
is available, or in the space provided on 
the reverse side of the bill of lading for 
“Special Services Ordered,” and shall be 
signed by or for the person who ordered 
the services. However, if such an in¬ 
dorsement is impractical, the same in¬ 
formation may be set forth in a state¬ 
ment bearing the number of the covering 
bill of lading which shall be signed by or 
for the person who ordered the services, 
and, if possible, attached to the bill of 
lading. If the bill of lading is not avail¬ 
able, the original and one copy of the 
statement shall be surrendered to the 
carrier from which the services were 
ordered, the original for transmittal to 
the last line-haul carrier and presenta¬ 
tion in connection with the bill for line- 
haul transportation charges. Where ac¬ 
cessorial or special services are shown 


as ordered but were not furnished, the 
bill of lading shall be so annotated. 

(Sec. 311. 42 Stat. 25, 31 U.S.C. 52. In¬ 
terprets or applies sec. 3C9, 42 Stat. 25. 31 
U.S.C. 49) 

39. The undesignated center head pre¬ 
ceding § 52.29 is changed to read: “Pick¬ 
up, Delivery or Trap Car Services”. 

(Sec. 311. 42 Stat. 25. 31 U.S.C. 52. In¬ 
terprets or applies sec. 3C9, 42 Stat. 25, 31 
U.S.C. 49) 

40. Section 52.29 is amended to read: 

§ 52.29 Completion of statement con¬ 
cerning pick-up, delivery, or trap car 
services. 

The U.S. Government Bill of Lading 
provides for showing whether the carrier 
furnished pick-up, delivery, or trap car 
service. In certain instances, tariffs 
covering pick-up, delivery, or trap car 
service provide for the assessment of 
charges therefor in addition to line- 
haul charges. Accordingly, when pick¬ 
up, delivery, or trap car service is 
performed by the carrier at the request 
of the shipper or consignee in connec¬ 
tion with a Less-than-Carload or any 
Any Quantity rail shipment, or on ship¬ 
ments by other modes of transportation 
when a charge is to be made for the pick¬ 
up and/or delivery service, the Govern¬ 
ment bill of lading and available copies 
should be completed to show the author¬ 
ized service was requested of and fur¬ 
nished by the carrier. Such statements 
should be signed by or for the person(s) 
who ordered the services at origin or 
destination. 

(Sec. 311, 42 Stat. 25. 31 USC. 52. In¬ 
terprets or applies sec. 309, 42 Stat. 25, 31 
U.S.C. 49) 

41. Section 52.32 is amended to read: 

§ 52.32 Free or surrendered Govern¬ 
ment hill of lading. 

Where the transportation charges to 
the transit station equal or exceed the 
through transportation charges plus the 
transit charge, the outbound bill of 
lading properly accomplished should be 
listed on and surrendered with a Public 
Voucher for Transportation Charges, 
SP 1113, bearing carrier’6 bill number, 
to the administrative office for which the 
service was performed, accompanied by 
the carrier’s check for the amount, if 
any, due the United States. After the 
agency records have been annotated in 
conformity with its fiscal procedures, 
reference should be made on the sur¬ 
rendered or free bill of lading to the 
payment covering the inbound bill of 
lading by a citation to the involved D.O. 
voucher number, bureau voucher num¬ 
ber (if any), date of payment, and the 
disbursing office symbol number. The 
SP 1113, together with the surrendered 
bill of lading and a notice of the refund, 
if any, should be forwarded to the Trans¬ 
portation Division of the General Ac¬ 
counting Office. Such bills should b« 
transmitted separately from any other 
documents. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. In¬ 
terprets or applies sec. 309, 42 Stat. 25. 31 
U.S.C. 49) 
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42. Section 52.35 is amended to read: 

§ 52.35 Tenders. 

Quotations or tenders made by or on 
behalf of common carriers for freight 
transportation rates or services, includ¬ 
ing those made under section 22 of the 
Interstate Commerce Act, as amended, 
49 U.S.C. 22, shall be reduced to writing 
and promptly transmitted by adminis¬ 
trative agencies or the negotiating 
agency directly to the Transportation 
Division, U.S. General Accounting Office, 
Washington 25, D.C. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. In¬ 
terprets or applies sec. 309, 42 Stat. 25, 31 
U.S.C. 49) 

43. A new undesignated center head 
and a new § 52.37 are added, following 
§ 52.36, to read as follows: 

Voluntary Refunds by Carriers 
§ 52.37 Voluntary refunds by carriers. 

Voluntary refunds (other than those 
covered in § 52.32 > made by carriers to 
administrative offices to cover excess 
amounts billed and paid for freight or 
express services furnished should be re¬ 
ported by the administrative offices to 
the Transportation Division of the Gen¬ 
eral Accounting Office. Each such report 
should include (a) a reference to each 
involved bill of lading and the amount 
refunded on each, (b) a citation to the 
related payment by reference to the in¬ 
volved D.O. voucher number, bureau 
voucher number (if any), date of pay¬ 
ment, and the disbursing office symbol 
number, and (c) the name of the carrier 
and the carrier’s bill number. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 309, 42 Stat. 25, 31 U.S.C. 
49) 

44. The headnote to § 53.1 and para¬ 
graph (b) of § 53.1 are revised to read as 
follows: 

§ 53.1 Examination of payments and 

initiation of collection action. 

# • * • • 

(b) Requests for refund of amounts 
due the United States. If it is deter¬ 
mined that a carrier billed and was paid 
a sum in excess of that deemed properly 
due for the services rendered, the action 
taken depends on whether or not the 
excess payment, under applicable laws, 
is recoverable by deduction from any 
amount otherwise due the carrier. If it 
is, there is prepared a GAO Form 1003 
setting forth in detail the basis of the 
difference established as to each affected 
bill of lading or transportation request 
and citing applicable tariff references 
and other data relied upon to support 
the statement of difference. GAO Forms 
1003 are stated separately as to each car¬ 
rier bill and are dispatched to the billing 
carrier. Carriers are requested to refund 
promptly the amounts due the United 
States. Checks should be made payable 
to the “U.S. General Accounting Office” 
and mailed directly to the U.S. General 
Accounting Office. Transportation Divi¬ 
sion, Washington 25, D.C. 

If the amount determined due the 
United States is not recoverable by de¬ 
duction under applicable laws, other 


action is initiated, including, where ap¬ 
propriate, reports to the Department of 
Justice for the institution of other 
proceedings. 

(Sec. 311, 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 4, 28 Stat. 206, 31 U.S.C, 
93) 

45. Section 53.2 is amended to read as 
follows: 

§ 53.2 Protests to statements of excess 
charges; GAO Forms 1003. 

While each GAO Form 1003 requests 
prompt refund of amounts determined to 
be due the United States, earners may on 
occasion disagree in whole or in part 
with the amount claimed to be due. In 
such instances, a letter of protest may be 
submitted to the Transportation Divi¬ 
sion. U.S. General Accounting Office, 
Washington 25, D.C., accompanied by a 
check for the amount considered to be 
properly due the United States. Protests 
must be submitted promptly: otherwise 
further collection proceedings will be 
instituted. It is not sufficient that a car¬ 
rier merely protest in so many words: 
each protest should set forth fully the 
basis relied upon to support the carrier’s 
position and there should be furnished 
originals or certified copies of any addi¬ 
tional documents which are relied upon 
to further substantiate the protest. 
While prompt submission of a proper 
protest has the effect of deferring collec¬ 
tion action, unsubstantiated protests or 
repetitious protests of the same item to 
which consideration has previously been 
accorded will be ineffective for that pur¬ 
pose. Upon receipt in the General Ac¬ 
counting Office, each letter of protest is 
acknowledged: when the matters in¬ 
volved have been fully considered, the 
carrier is advised of the action taken. 

(Sec. 311. 42 Stat. 25. 31 U.S.C. 52. Inter¬ 
prets or applies sec. 4, 28 Stat. 206, 31 U.S.C. 
93) 

46. Paragraphs (c) and (d) of § 54.2 
are amended to read: 

§ 54.2 Definition. 


(c) amounts additional to those orig¬ 
inally billed and paid for the services 
furnished (freight bills for accessorial 
services such as switching, demurrage, 
handling, icing, etc., and passenger bills 
for excess baggage, switching charges, 
Pullman charges based on Accommoda¬ 
tion Authority forms, etc., may be paid 
by departments and agencies when prop¬ 
erly documented: such payments should 
include a citation to previous payments 
by reference to D.O. voucher number, 
date of payment and disbursing office 
symbol number); and 

(d) amounts which are not adminis¬ 
tratively approved and paid within the 
applicable statutory period of years from 
the date right to payment accrued. (See 
§ 54.6a). 

(Sec. 311. 42 Stat. 25, 31 UJS.C. 52. Interprets 
or applies sec. 305, 42 Stat. 24, 31 U.S.C. 71) 

47. Section 54.6 is amended to read: 
§ 51.6 Where claims should he filed. 

Action generally will be expedited if 
claimants file their claims with the ad¬ 


ministrative department or agency out 
of whose activities the claims arose. 
However, a claimant may file a cl? n 
direct with the Transportation Division, 
General Accounting Office, particularly 
if the applicable statutory period of lin i- 
tation is about to expire. Further, 
transportation claims arising out of col¬ 
lections effected as a result of action by 
the General Accounting Office should be 
forwarded directly to the Transporta' ion 
Division, U.S. General Accounting Office, 
Washington 25, D.C. 

(Sec. 311. 42 Stat. 25, 31 UB.C. 52. Interprets 
or applies sec. 305. 42 Stat. 24, 31 U.S.C. 71) 

48. A new § 54.6a is added as follows: 

§ 54.6a Statutory limitations on filing 
claims in the General Accounting 
Office. 

(a) Three year statute of limitations. 
49 U.S.C. 66 imposes a three-year lim - 
tion on the filing of claims cognizable 
by the General Accounting Office when 
such claims involve charges for trans¬ 
portation within the purview of that 
section. Claims in this category are 
those which involve transport? bn 
charges based upon tariffs lawfully on 
file with the Interstate Commerce Com¬ 
mission and the Civil Aeronautics Board 
or which involve rates, fares, and charges 
established pursuant to section 22 of the 
Interstate Commerce Act, 49 U.S.C. 22, 
The filing of a claim with some other 
agency of the Government will not meet 
the requirements of this statute; the 
claim must be received in the General 
Accounting Office within three years 
after the date such claim first accrued. 

<b) Ten year statute of limitations. 
31 U.S.C. 71a<l) imposes a ten year limi¬ 
tation on the filing of claims cognizable 
by the General Accounting Office under 
31 U.S.C. 71 and 236. This limitation 
applies to all claims involving charges 
for transportation other than those 
claims covered by 49 U.S.C. 66 (see para¬ 
graph (a) of this section). The filing of 
a claim with some other agency will not 
meet the requirements of this statute; 
the claim must be received in the Gen¬ 
eral Accounting Office within ten years 
after the date such claim first accrued. 

(Sec. 311. 42 Stat. 25. 31 U.S.C. 52. Interprets 
or applies secs. 1, 2, 54 Stat. 1061. 31 U.S.C. 
71a, and sec. 2, 72 Stat. 860, 49 U.S.C. 66) 

[seal] Joseph Campbell. 

Comptroller General 
of the United States. 

[FR. Doc. 59-8902: Filed, Oct. 22. 1059: 

8:48 ajn.] 

Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 

PART 6—EXCEPTIONS FROM THE 
COMPETITIVE SERVICE 

Department of Commerce 

Effective upon publication in the Fed¬ 
eral Register, paragraph (j)<2) oi 
§ 6.112 is amended as set out below. 
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Friday, October 23, 1959 

§6.112 Department of Commerce. 

+ # • # • 

(j) Office of the Assistant Secretary 
for International Affairs . • • • 

(2) Not to exceed 25 positions of Man¬ 
agers and Deputy Managers of Interna¬ 
tional Trade Fairs and Exhibit Programs 
in foreign countries when the duties 
require a considerable portion of the 
employee’s time to be spent in foreign 
countries. 

(R.S. 1753. sec. 2, 22 Stat. 403, as amended, 
5 U.S.C. 631, 633) 

United States Civil Serv¬ 
ice Commission, 

[seal] Wm. C. Hull. 

Executive Assistant. 

(PJl Doc. 59-8966; Piled, Oct. 22. 1959; 
8:40 a.m.] 


PART 6—EXCEPTIONS FROM THE 
COMPETITIVE SERVICE 

Department of Commerce 

Effective upon publication in the Fed¬ 
eral Register, the headnote and sub- 
paragraphs (1), (2>. (3), and (4) of 
paragraph (c) of § 6.312 are revoked. 

(R.S. 1753, sec. 2. 22 Stat. 403, as amended; 
5 U.S.C. 631, 633) 

United States Civil Serv¬ 
ice Commission, 

[seal] Wm. C. Hull, 

Executive Assistant. 

(Pit. Doc. 59-8965; Filed. Oct. 22. 1959; 
8:49 a.m.J 


PART 6—EXCEPTIONS FROM THE 
COMPETITIVE SERVICE 

Housing and Home Finance Agency 

Effective upon publication in the Fed¬ 
eral Register, subparagraphs (17). (18), 
<19), and (20) of paragraph (b) of 
§ 6.342 are added as set out below. 

§ 6.342 Housing and Home Finance 

Agency, 

* • • * • 

(b) Federal Housing Administra¬ 
tion . * • • 

'17) One Special Assistant for Home 

Mortgages. 

( 18 ) One Special Assistant for Rental 

Housing. / 

09) one Special Assistant for Urban 

Renewal. 

(20) One Special Assistant for Elderly 

Housing. 

1763. sec. 2. 22 Stat. 403, as amended; 
5U -S.C. 631.633) 

United States Civil Serv¬ 
ice Commission, 

[seal] Wm. C. Hull, 

Executive Assistant. 

IF-R. Doc. 59-8967: Piled. Oct. 22, 1959; 
8:49 ajn.J 


Title 6—AGRICULTURAL 
CREDIT 

Chapter III—Farmers Home Adminis¬ 
tration, Department of Agriculture 
SUBCHAPTER B—FARM OWNERSHIP LOANS 

[FHA Instruction 428.1 J 

PART 331—POLICIES AND 
AUTHORITIES 

Average Values of Farms; Colorado 

On October 8, 1959, for the purposes of 
Title I of the Bankhead-Jones Farm 
Tenant Act, as amended, the average 
value of efficient family-type farm-man¬ 
agement units for Gilpin County was 
determined to be $50,090. Section 331.17,, 
Title 6, Code of Federal Regulations, is 
hereby amended to include under the 
tabulations of average values for Colo¬ 
rado, Gilpin County with an average 
value of $50,000. Gilpin County, Colo¬ 
rado, had not heretofore been included 
in said tabulations. 

(Sec. 41, 50 Stat. 528. as amended; 7 U.S.C. 
1015; Order of Acting Sec. of Agr., 19 F.R. 74, 
22 F.R. 8180; 

Dated: October 19, 1959. 

K. H. Hansen, 
Administrator , 

Farmers Home Administration. 

[FR. Doc. 59-8952: Filed, Oct. 22, 1959; 
8:47 a.m.] 


SU3CHAPTER F—SECURITY SERVICING AND 
LIQUIDATIONS 

(FHA Instruction 465.1] 

PART 372—REAL ESTATE SECURITY 
Execution of Severance Agreements 

Section 372.6 in Title 6, Code of Fed¬ 
eral Regulations (24 F.R. 2107), is 
amended to authorize County Supervi¬ 
sors to execute severance agreements in 
those cases in which a chattel lien is 
taken to secure a Farmers Home Admin¬ 
istration loan made to purchase equip¬ 
ment which may become attached to 
real estate in those cases in which the 
Farmers Home Administration is a real 
estate lienholder, and to read as follows: 

§ 372.6 Severance agreements. 

(a) When a borrower requests per¬ 
mission of FHA to obtain other financial 
assistance to construct or install farm 
facilities, such as grain storage, bulk 
milk tanks, and irrigation equipment, 
Form FHA-696 will be completed. The 
County Supervisor, if the transaction 
does not exceed $1,000, and the State 
Director are each authorized to give FHA 
consent by executing Form FHA-696 and 
any necessary severance agreements if it 
is determined that (1) the facility to be 
constructed or installed is not in excess 
of the borrower’s needs based on the nor¬ 
mal production or requirements of the 
farm, and (2) the financing arrange¬ 
ments are sound and proper and will not 


adversely affect the orderly payment of 
the FHA indebtedness or adversely affect 
the FHA’s security position. The Attor¬ 
ney in Charge will be requested to pre¬ 
pare or review the severance agreement 
and, where necessary, issue closing 
instructions. 

(b) The County Supervisor is author¬ 
ized to execute severance agreements on 
behalf of the FHA as a real estate lien¬ 
holder when such agreements are re¬ 
quired by § 341.10(a) (8) of this chapter 
and by the State Director pursuant to 
§ 342.3(p) of this chapter. 

(R.S. 101, secs. 41. 6. 50 Stat. 528, as amended, 
870, sec. 510, 63 Stat. 437, sec. 4, 64 Stat. 100. 
sec. 10. 68 Stat. 735: 5 U.S.C. 22. 7 U.S.C. 
1015, 16 U.S.C. 590w, 42 U.S.C. 1480, 40 U.S.C. 
442, 10 U.S.C. 590x-3. Order of Acting Sec. 
Of Agric., 19 F.R. 74. 22 F.R. 8188) 

Dated: October 19, 1959. 

K. H. Hansen, 
Administrator, 

Farmers Home Administration. 

[F.R. Doc. 59-8953: Filed, Oct. 22, 1959; 
8:47 a.m.] 


Title 7—AGRICULTURE 

Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders), Department of Agriculture 

PART 984—WALNUTS GROWN IN 
CALIFORNIA, OREGON, AND 
WASHINGTON 

Grade and Size Regulations for 
Unshelled Walnuts 

Pursuant to the provisions of Market¬ 
ing Agreement No. 105, as amended, and 
Order No. 84, as amended (7 CFR Part 
984), regulating the handling of wal¬ 
nuts grown in California. Oregon, and 
Washington, effective under the Agri¬ 
cultural Marketing Agreement Act of 
1937. as amended (secs. 1-19, 48 Stat. 31, 
as amended; 7 U.S.C. 601-674), and on 
the basis of recommendations of the 
Walnut Control Board and other avail¬ 
able information, it is hereby found that 
the amendment, as hereinafter pre¬ 
scribed. of the current administrative 
rules and regulations (Subpart—Admin¬ 
istrative Rules and Regulations) will 
tend to effectuate the declared policy of 
the act. 

Separate pack specifications 
(§ 984.403) for unshelled walnuts are 
now in use in District 1 (California) and 
District 2 (Oregon and Washington) of 
the area of productipn. The use of such 
specifications has resulted in adminis¬ 
trative difficulties under this regulatory 
program due to different inspection. tech¬ 
niques employed in the two Districts. 
Amendment of the administrative rules 
and regulations as hereinafter set forth 
will provide a uniform basis for inspec¬ 
tion of all unshelled walnuts throughout 
the entire area of production. Such ac¬ 
tion will not result in any significant 
change in the composition of the packs 
of unshelled walnuts handled in either 
District. 
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> The present minimum standard for 
unshelled walnuts (§ 984.402) specifies 
Third Quality and baby size as set forth 
in § 984.403 as the minimum quality and 
size pursuant to § 984.43(a). In order 
to conform with § 934.403 as hereinafter 
amended the reference should be 
changed to U.S. No. 3 grade and baby size 
as prescribed in the effective United 
States Standards for Walnuts (Juglans 
regia) in the Shell. This will not result 
in any significant change in the quality 
of unshelled walnuts packed in con¬ 
formity with the minimum standard 
requirements. 

It is therefore ordered: That, §§ 984.- 
402 and 984.403 of Subpart—Adminis¬ 
trative Rules and Regulations shall be 
recodified as paragraphs (a) and (b) 
respectively of a new § 984.443 Grade 
and size regulations for unshelled wal¬ 
nuts, and amended to read as follows: 

§ 981.433 Grade and size regulations Cor 
unidielled walnut*. 

(a) Minimum standard. The specifi¬ 
cations for U.S. No. 3 gTade and baby 
size as prescribed in the then effective 
United States Standards for Walnuts 
(Juglans regia) in the Shell shall be the 
minimum standard for all unshelled wal¬ 
nuts pursuant to § 984.43(a). 

(b) Pack specifications. In accord¬ 
ance with § 984.43(b), each lot of un¬ 
shelled walnuts certified as merchant¬ 
able must meet one of the size classifica¬ 
tions and one of the quality grades pre¬ 
scribed in the then effective United 
States Standards for Walnuts (Juglans 
regia) in the Shell except that: (1) Any 
lot of walnuts may be certified for shell¬ 
ing without regard to size classifications 
if not over 3 percent, by count, pass 
through a round opening inch in 
diameter and (2) any lot not exceed¬ 
ing 25,000 pounds may be certified for 
shelling without regard to external ap¬ 
pearance and condition if it is deter¬ 
mined on the basis of a representative 
sample drawn by the inspector and 
bleached by the handler by the method 
ordinarily used by him that such lot 
would meet the external appearance and 
condition requirements. The require¬ 
ments of this paragraph shall remain in 
effect continuously, except w T hen it is 
found that estimated returns to produc¬ 
ers are or will be in excess of parity. 

It is hereby further found that it is 
impracticable, unnecessary, and contrary 
to the public interest to give preliminary 
notice, engage in public rule making pro¬ 
cedure, or postpone the effective date of 
this order later than the date of pub¬ 
lication in the Federal Register (5 U.S.C. 
1001-1011) for the reasons that: (1) This 
action merely affects the methods used 
for inspecting unshelled walnuts and will 
not result in any significant change in 
the packs of unshelled walnuts handled; 
(2) inspection of the 1959 walnut crop 
is beginning and should be made on the 
basis herein prescribed throughout as 
great a portion of the current season as 
possible so as to apply at the time in¬ 
spection of walnuts in substantial volume 
is being carried on: (3) inspections of 
large quantities of walnuts are already 
being made: (4) handlers have through 
the Walnut Control Board urged prompt 
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adoption of the action; and (5) the ac¬ 
tion will not impose any new or addi¬ 
tional requirements on handlers which 
cannot be complied with by the effective 
time hereof. 

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.p. 
601-874) 

Dated: October 20, 1959, to become 
effective upon publication in the Federal 
Register. 

S. R. Smith, 
Director, 

Fruit and Vegetable Diirtsion. 

IFR. Doc. 59-8951: Filed, Oct. 22, 1959; 
8:47 am.] 


Title 24—HOUSING ANO 
HOUSING CREDIT 

Subtitle A—Office of the Adminis¬ 
trator, Housing and Home Finance 
Agency 

PART 3—SLUM CLEARANCE AND 
URBAN RENEWAL 

Subpart B—Relocation Payments Un¬ 
der Section 106(f) of the Housing 
Act of 1949, as Amended 

The rules and regulations governing 
the making of relocation payments un¬ 
der section 106(f) of the Housing Act 
of 1949, as amended. 42 U.S.C. 1456, to 
individuals, families, and business con¬ 
cerns displaced from an urban renewal 
area, prescribed on behalf of the Hous¬ 
ing and Home Finance Administrator 
by the Acting Urban Renewal Commis- 
'sioner, as of October 8, 1956 <21 F.R. 
9991. December 15, 1956), ns amended 
(22 F.R. 1980, March 26, 1957; 22 F.R. 
9937, December 12, 1957; 23 F.R. 750, 
February 5, 1958; 23 F.R. 1723, March 
13, 1958; 23 FJt. 5723, July 30, 1958; 23 
F.R. 6595, August 26. 1958; and 23 F.R. 
10531. December 31, 1958), are hereby 
further amended to read as follows: 

Sec. 

3.100 Summary statement of applicable 

law. 

3.101 Definitions. 

0.102 Grant contract provisions for Re¬ 
location Payments. 

3.103 Determination of conditions and 

notification to site occupants. 

3.104 Administration of Relocation Payment 

program. 

3.105 Fixed Relocation * Payments to In¬ 

dividuals and families. 

3.106 Filing of individual claims. 

3.107 Limitations on Relocation Payments. 

3.108 Conditions determining eligibility lor 

payment. 

3.109 Ineligible disbursements. 

AuTHoamr: §{3.100 to 3.109 issued under 
sec. 502, 62 Stat. 1283, as amended, sec. 106, 
63 Stat. 417, as amended, sec. 305, 70 Stat. 
1100, sec. 304. 71 Stat. 300, sec. 409, 73 Stat. 
673; 12 U.S.C. 1701c, 42 U.S.C. 1456. 

§ 3.100 Summary statement of ap¬ 
plicable law. 

Section 305 of the Housing Act of 1956 
(70 Stat. 1100), approved August 7, 1956, 
amended Title I of the Housing Act of 
1949, as amended, by adding a new sec¬ 
tion 106(f), which provides that Title I 


projects may Include the making of Re¬ 
location Payments to individuals, fam¬ 
ilies, and business concerns displaced by 
an urban renewal project, subject to 
rules and regulatiohs prescribed by the 
Housing and Home Finance Adminis¬ 
trator. Section 106(f) was amended by 
section 304 of the Housing Act of 1957 
(71 Stat. 300). Section 106(f) was 
further amended by section 409 of the 
Housing Act of 1959 (73 Stat. 673), to 
provide for the making of Relocation 
Payments to individuals, families, and 
business concerns displaced from an 
urban renewal area with respect to ex¬ 
penses incurred after September 23,1959, 
by (a) the acquisition of real property 
by a Local Public Agency or by any other 
public body, (b) code enforcement activi¬ 
ties undertaken in connection with an 
urban renewal project, or (c) a program 
of voluntary rehabilitation of buildings 
or other improvements in accordance 
With an urban renewal plan. Authority 
to issue such rules and regulations is in¬ 
cluded within the delegation to the Urban 
Renewal Commissioner and Regional 
Administrators effective December 23, 
1954, published at 20 F.R. 428, as 
amended (20 F.R. 4275; 21 F.R. 1468. 
3038, 5385, 5471; 22 FJR. 2887. 4105: 23 
F.R. 1202, 1611, 4820, 8413, 9078, 9399; 
and 24 F.R. 242, 5815, and 8451). 

§ 3.101 Definitions. 

For the purposes of the rules and regu¬ 
lations in this subpart, the following 
terms shall be construed, respectively, to 
mean: 

(a) Relocation Payment. A payment 
made in accordance with section 106(f) 
of Title I and the rules and regulations 
in tliis subpart. 

(b) Grant contract. A contract for 
loan and grant, or a contract for grant 
only, between the Federal Government 
and the Local Public Agency, for a Title 
I project. 

(c) Family. A group of two or more 
persons living together and related by 
blood, marriage, or adoption; or two or 
more single persons not related by blood, 
marriage, or adoption who are living 
together in a single housekeeping unit. 

(d) Individual. A person who is not a 
member of a family as defined in para¬ 
graph (c) of this section. 

(e) Transient individual. An individ¬ 
ual—other than one maintaining a sep¬ 
arate housekeeping unit—who has lived, 
in his quarters for less than 3 months 
prior to displacement. 

(f) Business concern. A corporation, 
firm, partnership, individual, or other 
entity engaged in some type of business 
or profession necessitating fixtures, 
equipment, stock in trade, or other tan¬ 
gible property for the carrying on of 
the business or profession. Nonprofit 
organizations and institutions such as 
churches and hospitals are included. 

(g) Property. Tangible personal 
property, excluding trade fixtures, ma¬ 
chinery, and other property which under 
State or local law is identified as real 
property, but including such items of real 
property as the lessee may remove by 
virtue of a previous written agreement 
with the lessor. 
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(h) Moving expense} With respect 
to Individuals and families, includes 
packing, insuring, and carting of prop¬ 
erty and incidental costs of discon¬ 
necting and reconnecting household 
appliances. With respect to business 
concerns, includes dismantling, crating, 
insuring, transporting, reassembling, re¬ 
connecting, and reinstalling of personal 
property, merchandise, etc., exclusive of 
the cost of any additions, improvements, 
alterations, or other physical changes in 
or to any structure in connection with 
effecting such reassembly, reconnection, 
or reinstallation. 

(i) Actual direct losses of property. 
With respect to such property as equip¬ 
ment, fixtures, machinery, supplies, and 
materials (but not goods kept for sale), 
the difference between (1) the fair mar¬ 
ket value for continued use at the pres¬ 
ent location, and (2) the fair market 
value delivered to another location. 
Does not include losses sustained as a 
result of property damaged during a 
move. 

<j) Effective date. (1) The effective 
date of original contracts executed on 
or after August 7, 1956, shall be the date 
of execution of the contract, or, if the 
Local Public Agency desires, the date of 
approval of the initial Project Expendi¬ 
tures Budget. 

(2) In connection with grant con¬ 
tracts executed before August 7, 1956, 
which are amended to take advantage 
of Relocation Payments, “effective date” 
is a specific date established by the Local 
Public Agency and stipulated in the con¬ 
tract amendment, on or after which all 
relocation monetary assistance must be 
in accordance with these rules and reg¬ 
ulations. The effective date may, at 
the option of the Local Public Agency, be 
any date on or after August 7, 1956. up 
to and including the date of contract 
amendment. 

(k) Urban renewal area. An area 
which has been approved by the Admin¬ 
istrator for an urban renewal project 
as defined in section 110(a) of Title I. 
the boundaries of which are set forth 
in the grant contract between the Fed¬ 
eral Government and the Local Public 
Agency. 

<1) Urban renewal plan. A plan for 
an urban renewal project as defined in 
section 110(b) of Title I. 

<m) Public body. Includes a state, 
county, municipality, or other political 
subdivision, or an authority or agency 
*hich is a public legal entity. 

<n) Voluntary rehabilitation of build - 
ings or other improvements. Structural 
repairs or alterations undertaken by an 
owner of a property within an urban re¬ 
newal area to conform to the project re¬ 
habilitation standards set forth in the 
urban renewal plan. 

(o) Code enforcement. Structural 
repairs or alterations or a reduction in 
* number of occupants of a property 
within an urban renewal area to comply 
with a notice issued by a municipal code 
enforcement agency in connection with 


l As amended at 23 F.R. 1723. applies to 
moving expenses Incurred and/or direct 
oases of property suffered on or after March 

*3. 1953 , 

No. 2CI 


the execution of an urban renewal 
project. 

(р) Title I. Title I of the Housing Act 
of 1949, as amended (42 U.S.C. 1450 et 
seq.). 

§ 3.102 Grant contract provisions for 
Relocation Payments. 

(a) All new grant contracts executed 
on or after August 7, 1956. will contain 
provisions for Relocation Payments. 

(b) Grant contracts executed prior to 
August 7, 19515, may be amended at the 
option of the Local Public Agency to pro¬ 
vide for Relocation Payments. A Local 
Public Agency which wishes to amend 
its grant contract in such manner must 
notify the appropriate Regional Office of 
the Housing and Home Finance Agency 
of its desire in the matter prior to No¬ 
vember 15.1957. 

(с) With regard to Title T projects 
covered by a grant contract containing 
provisions for Relocation Payments, the 
Local Public Agency has the option of 
making or not making Relocation 
Payments. 

§ 3.103 Delcrininalion of conditions and 
notification to site occupants. 

If a Local Public Agency determines 
that it will proceed under the provision 
of section 106 <f) of Title I, the governing 
body of the Local Public Agency (or, if 
the Local Public Agency is the munici¬ 
pality, the board or commission respon¬ 
sible for carrying out Tide I projects or, 
if there be no such board or commission, 
the principal executive officer of the mu¬ 
nicipality) shall officially approve the 
conditions under which the Local Public 
Agency will make Relocation Payments; 
these conditions shall be consistent with 
these rules and regulations and shall be 
available, in written form, to site oc¬ 
cupants in the office where the Local 
Public Agency transacts its business af¬ 
fairs w r ith site occupants. The Local 
Public Agency shall include in its Infor¬ 
mational Statement to families, and in 
its corresponding notification to individ¬ 
uals and business concerns, that occupy 
property within an urban renewal area 
and who are being displaced a statement 
indicating (a) the availability of Reloca¬ 
tion Payments, (b) where the written 
conditions under which Relocation Pay¬ 
ments will be made are available, and (c) 
that such payments are available to site 
occupants who are displaced from an ur¬ 
ban renewal area under the conditions 
set forth in § 3.108. If an Informational 
Statement or similar notification without 
such a statement has already been de¬ 
livered, the Local Public Agency shall 
deliver to such individuals, families, and 
business concerns another communica¬ 
tion containing the statement. 

§ 3.101 Administration of Relocation 
Payment program. 

(a) Responsibility. Local Public 
Agencies are initially responsible for de¬ 
termining the eligibility of all Relocation 
Payments. All transactions are to be 
supported by complete and proper docu¬ 
mentation. which shall be maintained in 
the Local Public Agency’s file. 

(b) Administrative expenses. The 
amount paid out in the form of Reloca¬ 
tion Payments made in accordance with 


the rules and regulations in this subpart 
is reimbursable in full as a Title I capital 
grant, but the expenses of administering 
the relocation program are not eligible as 
Relocation Payments and must be shared 
by the Federal Government and the lo¬ 
cality on the same basis as other eligible 
project expenditures. 

(c) Approval of claims. All claims 
shall be approved either by the governing 
body of the Local Public Agency or by 
a Local Public Agency officer designated 
by resolution of such governing body. If 
the Local Public Agency is the municipal¬ 
ity, this designation may be made by 
resolution of the board or commission 
responsible for carrying out Title I proj¬ 
ects or, if there be no such board or com¬ 
mission, by a formal written statement of 
the principal executive officer of the mu¬ 
nicipality. The Local Public Agency may 
deny a claim of an otherwise eligible 
family, individual, or business concern 
that has defaulted in its obligations to 
the Local Public Agency. A third party 
contractor responsible for relocation ac¬ 
tivities may examine and recommend the 
approval of claims, and may disburse 
funds in payment of claims which have 
been approved by the Local Public 
Agency. No claim based upon acquisi¬ 
tion of real property by a public body 
other than the Local Public Agency, 
code enforcement, or voluntary rehabili¬ 
tation shall be approved hereunder un¬ 
less the Local Public Agency shall have 
found and determined on the basis of 
reliable evidence that the claimant was, 
in fact, displaced from the urban re¬ 
newal area by such activities. Such evi¬ 
dence shall contain the following data, 
where applicable: (1) The full name 
of the claimant and his street address in 
the urban renewal area before displace¬ 
ment, (2) the date or dates on which the 
claimant moved from the urban renewal 
area, and (3) a signed statement from 
any acquiring public body (which is not 
the Local Public Agency) indicating (i) 
when it acquired the property occupied 
by the claimant, (ii) whether such ac¬ 
quisition directly resulted in the claim¬ 
ant’s displacement from the urban re¬ 
newal area, and (iii) whether it had 
compensated the claimant or has agreed 
to compensate him for his reasonable 
and necessary moving expenses and di¬ 
rect losses of propert^suffered by virtue 
of his displacement, or (4) data as to the 
type, extent, and status of the structural 
repairs or alterations to the premises 
formerly occupied by the claimant, and 
the basis on which the Local Public 
Agency has determined that such repairs 
or alterations, or other actions with re¬ 
spect to the premises, have directly re¬ 
sulted in the claimant’s displacement 
from the urban renewal area. 

(d) Cost of appraisals. The cost of 
appraisals to determine actual direct 
losses of property, if made by or in be¬ 
half of the claimant, is not allowable as 
part of the claim. The cost of appraisals 
to determine the validity of such a claim, 
if made by the Local Public Agency, may 
be eligible as a regular administrative 
expense. 

(e) Accounts and records. Accounts 
and records shall be maintained as pre¬ 
scribed by the Housing and Home Fi¬ 
nance Agency. 
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§ 3.105 Fixed Relocation Payments to 
individuals and families. 

(a) Schedule of fixed payments. A 
Local Public Agency desiring to pay fixed 
amounts to eligible individuals and fam¬ 
ilies (in lieu of the reasonable and nec¬ 
essary moving expenses of such individ¬ 
uals and families) shall submit to the 
HHPA Regional Office on Form H-6142, 
Fixed Relocation Payments Schedule, a 
schedule of fixed amounts which it pro¬ 
poses to pay. This schedule shall be 
accompanied by certified copies of the 
resolution of the governing body of the 
Local Public Agency approving the 
schedule, or, if the Local Public Agency 
is the municipality, the approving res¬ 
olution of the board or commission re¬ 
sponsible for carrying out Title I proj¬ 
ects (or, if there be no such board or 
commission, the written approval of the 
principal executive officer of the mu¬ 
nicipality). One copy of the resolution 
or approval shall be submitted for each 
project to which the schedule applies. 
The schedule shall be formulated as fol¬ 
lows: 

(1) Fixed amounts to be paid to eli¬ 
gible individuals owning furniture and 
eligible families owning furniture shall 
be established for various sizes of ac¬ 
commodations. The proposed amounts 
shall not exceed the lowest normally 
available cost for the average (i.e., 
median) time required to move the per¬ 
sonal effects of displaced families and 
individuals. Cost, in this connection, 
means carting expenses. The proposed 
schedule shall be in the form of a grad¬ 
uated scale of amounts to be paid, re¬ 
lated to the number of rooms occupied 
by the claimant at the project, and shall 
cover accommodations varying in size 
from one-room apartments to the maxi¬ 
mum number of rooms occupied by pro¬ 
spective displacees. Number of rooms 
occupied includes all occupied rooms ex¬ 
cept bathrooms, hallways, and closets. 
The proposed amount of fixed payment 
shall in no event exceed the maximum 
for reimbursement to individuals and 
families set forth in § 3.107(a). 

(2) Fixed amounts proposed to be paid 
to eligible individuals not owning furni¬ 
ture shall be a nominal amount in no 
case exceeding $5. Fixed amounts pro¬ 
posed to be paid to eligible families not 
owning furniture shall be a nominal 
amount in no case exceeding $10. 

(3) The proposed schedule shall not 
make allowance for loss of property. 

(4) The proposed schedule shall be 
accompanied by an indication of whether 
the Local Public Agency intends to pay 
only the fixed amount to eligible indi¬ 
viduals and families, or whether it in¬ 
tends to grant an option to eligible indi¬ 
viduals and families either to claim the 
fixed amount or to claim reimbursement 
(but not in excess of the maximum 
reimbursement to individuals and fam¬ 
ilies set forth in 5 3.107(a)) for the sum 
of the actual moving expense and any 
direct loss of property. 

(b) Administration of fixed payments . 
With regal’d to moving expenses in¬ 
curred on or after the date that the 
schedule of fixed payments is approved 


by the HHFA Regional Administrator 
or his designee, the amounts included in 
the approved schedule may be paid to 
eligible individuals who have moved and 
families which have moved in full settle¬ 
ment of their moving expense and any 
direct loss of property without requiring 
documentation other than the submis¬ 
sion of a properly completed claim as 
outlined in § 3.106(a). If the Local 
Public Agency proposed and the HHFA 
Regional Administrator or his designee 
approved the schedule on the basis of 
granting eligible individuals and families 
an option of claiming the fixed amount 
or reimbursement for actual moving ex¬ 
pense and any direct loss of property, 
the sum of the actual moving expense 
and any direct loss of property (but not 
in excess of the maximum reimburse¬ 
ment to individuals and families set 
forth in 5 3.107(a)) may be reimbursed 
to eligible individuals and families in¬ 
stead of the fixed amount, provided they 
submit a claim supported by the docu¬ 
mentation described in 5 3.106(b). If 
the joint occupants of a single dwelling 
unit at the project site move to two or 
more locations and consequently submit 
more than one claim, an eligible claim¬ 
ant for a fixed payment may be paid 
only his reasonably prorated share (as 
determined by the Local Public Agency) 
of the total fixed payment applicable to 
such dwelling unit, and the total or fixed 
payments made to all such claimants 
moving from such dwelling unit shall not 
exceed the total fixed payment appli¬ 
cable to such dwelling unit. 

§ 3.106 Filing of individual claims. 

(a) In order to obtain a fixed Reloca¬ 
tion Payment, an individual or family 
will be required to submit a written 
claim on Form H-6140, Claim for Relo¬ 
cation Payment, dated 11-58 or after. 

No additional documentation will be 
required. 

(b) In order to obtain a Relocation 
Payment for actual moving expense and 
any direct loss of property, a family, 
individual, or business concern may move 
at its own expense and seek reimburse¬ 
ment upon presentation of a receipted 
bill. By prearrangement between the 
Local Public Agency, the occupant, and 
the mover, which arrangements are con¬ 
firmed in writing by the Local Public 
Agency, the claimant may present an 
unpaid moving bill to the Local Public 
Agency, and the Local Public Agency 
may pay the mover directly. The fol¬ 
lowing will be required to be submitted 
in support of the claim: 

(1) Form H-6140. 

(2) A receipted bill or other written 
evidence of moving expense to establish 
the validity of the portion of the claim 
for moving expense. 

(3) Written evidence, which may in¬ 
clude appraisals, certified prices, or esti¬ 
mates obtained by the claimant, to 
support the portion of the claim for 
actual direct losses of property. 

(c) All claim papers and related evi¬ 
dence are to become permanent records 
in the Local Public Agency’s files and 
will be subject to audit by the Federal 
Government. 


§ 3.107 Limitations on Relocation Pay¬ 
ments. 

(a) Aggregate amounts • The total 
aggregate amount of moving expens* * . 
and actual direct losses of property for 
which reimbursement or compensation 
is not otherwise made is limited to $200 
in the case of an individual or family 
and $3,000 in the case of a business con¬ 
cern. irrespective of the number of moves 
or the distance of the moves. 

(b) Charges for temporary on-site 
moves.* Temporary on-site moves which 
clearly are made for the convenience of 
the Local Public Agency by occupants 
of property acquired by the Local Public 
Agency in order to effect monetary sav¬ 
ings in project costs shall be considered 
as project expenditures and will not be 
chargeable to a site occupant’s allowable 
Relocation Payment. Any other tempo¬ 
rary on-site move is chargeable against 
the occupant’s maximum allowable Re¬ 
location Payment. 

§ 3.108 Conditions determining eligi¬ 
bility for payment. 4 

(a) Families, business concerns, and 
individuals (other than transient indi¬ 
viduals) who are displaced from an 
urban renewal area and who move on 
or after the effective date may be eligible 
for Relocation Payments. 

(b) The property from which the indi¬ 
vidual, family, or business concern is 
displaced must be part of the urban re¬ 
newal area. 

(c) The property from which the in¬ 
dividual, family, or business concern is 
displaced must have been acquired by the 
Local Public Agency or by any other 
public body; or the displacement must 
have been caused by code enforcement 
activities undertaken in connection with 
an urban renewal project or the volun¬ 
tary rehabilitation of buildings or other 
improvements undertaken in accordance 
with an urban renewal plan which re¬ 
quired the property to be vacated. For 
the purposes of the rules and regulations 
in this part, acquisition is deemed to 
occur: 

(1) At the time the Local Public 
Agency or other public body obtains pos¬ 
session of the property pursuant to a 
court order in a condemnation action in- 


* As amended at 22 FH. 9937 and 23 F it. 
750, increases the $2,000 limitation to $ 2,500 
and applies to moving expenses incurred 
and/or direct losses of property suffered on 
or after July 12, 1957. As amended herein, 
Increases the $100 limitation to $200 and the 
$2,500 limitation to $3,000. and applies to 
moving expenses incurred and or direct 
losses of property suffered on or after Sep¬ 
tember 23, 1959. 

* As amended at 23 F.R. 1724. applies to 

moving expenses incurred and/or direct 
losses of property suffered on or after March 
13 1958 * 

4 As amended herein, applies to movir? ex¬ 
penses incurred and/or direct losses of prpP* 
erty suffered on or after September 23, 19eJ, 
and authorizes Relocation Payments when 
displacement from an urban renewal area 
Is made necessary by (1) the acquisition o 
real property by a pubUc body other tn& 
the Local Public Agency, (2) code enforce¬ 
ment, or (3) voluntary rehablUtation, a 
well as when acquisition is by a Local Pucu 
Agency. 
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stituted for the purpose of acquiring 
title; or 

(2) At the time of conveyance of title; 

or 

(3) At the time a binding contract of 
sale (or purchase) is entered into be¬ 
tween the Local Public Agency or other 
public body and the owner; Provided , 
That such contract includes a provision 
prohibiting the owner from re-renting 
the property once it is vacated by the 
individual, family, or business concern 
then occupying it, or the Local Public 
Agency or other public body otherwise 
receives adequate written assurance from 
(he owner to such effect; And provided 
further, That no Relocation Payments 
nay be made until the property is actu¬ 
ally conveyed to the Local Public Agency 
or other public body. 

(d) The claim for Relocation Pay¬ 
ment must have been submitted to the 
Local Public Agency within a reasonable 
period of time after the related moving 
expense is incurred or direct loss of 
property is suffered. 

§3.109 Ineligible disbursements. 

Disbursements that are not eligible as 
Relocation Payments include, but are 
not limited to. the following: 

<a) Disbursements made prior to the 
elective date. 

<b) Disbursements made after the ef¬ 
fective date for moving expenses or losses 
incurred prior to the effective date. 

<c) Disbursements to individuals, 
families, or business concerns w T ho moved 
prior to acquisition (where the property 
is acquired) by the Local Public Agency 
or other public body of the property 
which they occupied. 

(d) Disbursements to transient indi¬ 
viduals. 

<e) Disbursements for any rent, for 
loss of goodwill or profit, or for any costs 
other than necessary moving expenses or 
actual direct losses of property. 

(f) Disbursements for expenses or 
losses for which reimbursement or com¬ 
pensation is otherwise made. 

(g) Disbursements for expenses of a 
claimant in preparing and supporting his 
claim. 

(h) Disbursements to any individual, 
family, or business concern moving from 
any real property w’hich was previously 
vacated in whole or in part by some other 
person or business establishment because 
of (1) its acquisition by a public body 
other than the Local Public Agency, (2) 
code enforcement, or (3) voluntary 
rehabilitation. 

<i> Disbursements made after comple¬ 
tion of the project or if completion is 
deferred solely for the purpose of ob¬ 
taining further Relocation Payments. 

Issued as of the 23d day of October 

1959. 

* se *l] C. L. Oswald, 

Acting Urban Renewal Commissioner . 

IR-R. Doc. 59-8968; Piled, Oct. 22, 1959; 

8:49 a.m.J 


Title 43—PUBLIC LANDS: 
INTERIOR 

Chapter I—Bureau of Land Manage¬ 
ment, Department of the Interior 

APPENDIX—PUBLIC LAND ORDERS 

(Public Land Order 1998] 

(661403] 

COLORADO 

Partly Revoking Certain Stock 
Driveway Withdrawals 

Correction 

In F.R. Doc. 59-8269, appearing at 
page 7957 in the issue of Friday, October 
2, 1959, the following corrections are 
made in the land description: 

Sixth Principal Meridian. (1) Under 
•T. 15 S., R. 85 W., the line reading “Sec. 
21. N I 2 NW V 4 , NV 2 SWV 4 . se*/ 4 sw y 4 , 
SWV 4 SE V 4 r should read “Sec. 21 , WV 2 

nw 1 /*. n!/ 2 sw y 4 , sEy 4 swy 4 , sw y 4 

SE 1 /*;” 

(2) Under T. 15 S.. R. 86 W., the line 
reading “Sec. 25. SWy»NEVi. E^NW 1 /*, 
NV 2 SEV 2 , SE^SE 1 /*/' should read “Sec. 
25, SW^NEft. E&NWii. N&SE l / 4 , 
SEy 4 sEy 4 .” 

(3) Under T. 7 S.. R. 93 W., the line 
reading “Sec. 25, wy 2 NWV 4 , WVaSW'U;” 
should read “Sec. 25, W J / 2 NW V 4t W l / 2 

swy 4 r 

(4) Under T. 6 S., R. 103 W., the line 
reading “Sec. 6. lots 6. 7, SW^NE 1 /*, 
SW^SW 1 /*.” should read “Sec. 6, lots 6, 
7, SWKNEft. SE^SWy 4 .” 

(5) Under T. 9 S., R. 103 W., the line 
reading “Sec. 30, sy 4 ;° should read “Sec. 
30, S&;" 

New Mexico Principal Meridian. Un¬ 
der *T. 51 N. t R. 2 E., the line reading 
“Sec. 33, lots 1. 2. 3. 4, 5, 6 , 7, 9. 10, 
SEV 4 NW 1 /* Ey 2 SWy 4 . M should read “Sec. 
33. lots 1, 2, 3, 4, 5, 6 , 7, 9, SEftNW 1 /^ 

Ey 2 swy 4 .“ 


Title 46—SHIPPING 

Chapter I—Coast Guard, Department 
of the Treasury 

SUBCHAPTER S—NUMBERING OF UNDOCU¬ 
MENTED VESSELS, STATISTICS ON NUMBER¬ 
ING, AND “BOATING ACCIDENT REPORTS” 
AND ACCIDENT STATISTICS 

JCGFR 59-43] 

PART 172—NUMBERING REQUIRE¬ 
MENTS UNDER ACT OF JUNE 7, 
1918 

Subpart 172.25—Termination 
Requirements 

Michigan System of Numbering 
Approved 

Acting under the authority delegated 
by Treasury Department Order 167-32, 
dated September 23, 1958 (23 F.R. 7605), 
the Commandant, United States Coast 
Guard, on September 30, 1959, approved 
the Michigan system for the numbering 


of motorboats, which was established 
pursuant to the Federal Boating Act of 
1958. 

As provided in this approval, the Mich¬ 
igan system shall be operative on and 
after Tuesday, March 1, 1960. On that 
date the authority to number motorboats 
principally used in the State of Mich¬ 
igan will pass to that State and simul¬ 
taneously the Coast Guard will discon¬ 
tinue numbering such motorboats. 
Those motorboats presently numbered 
should continue to display the Coast 
Guard number until renumbered by 
Michigan. On and after March 1, 1960, 
all reports of “boating accidents’* which 
involve motorboats numbered in Mich¬ 
igan will be required to be reported to the 
nearest peace officer, State police post, 
or to the sheriff of the county in which 
the accident occurred who shall submit 
a complete report thereof to the Com¬ 
missioner of State Police, pursuant to 
the pertinent provisions of Act No. 245 
of the Public Acts of Michigan of 1959. 

Because § 172.25-15(a) (9>, as set forth 
in this document, is an informative rule 
about official actions performed by the 
Commandant, it is hereby found that 
compliance with the Administrative 
Procedure Act (respecting notice of pro¬ 
posed rule making, public rule making 
procedures thereon, and effective date 
requirements thereof) is unnecessary. 

By virtue of the authority vested in me 
as Commandant. United States Coast 
Guard, by Treasury Department Orders 
120, dated July 31. 1950 (15 F.R. 6521), 
and 167-17, dated June 29, 1955 (20 F.R. 
4976). to promulgate rules in accordance 
with the statutes cited with the informa¬ 
tive rule below, the following § 172.25-15 
(a) (9) is prescribed and shall be in effect 
on and after the date set forth therein: 

§ 172.2a—1;> Effective dales for ap¬ 
proved State systems of numbering. 

(a) • • * 

(9) Michigan—March 1, 1960. 

(Sec. 3, 60 Stat. 238, and sec. 633, 63 Stat. 
545; 5 U.S.C. 1002, 14 U.S.C. 633) 

Dated: October 12, 1959. 

[seal! a. C. Richmond, 

Vice Admiral, U.S. Coast Guard, 
Commandant , 

(PR. Doc. 59-8969; Piled, Oct. 22, 1959; 

8:49 a.m.] 


Title 53—WILDLIFE 

Chapter I—Fish and Wildlife Service, 
Department of the Interior 

PART 34—SOUTHEASTERN REGION 

Subpart—Loxahatchee National 
Wildlife Refuge, Florida 

Use of Boats 

Basis and purpose. Pursuant to the 
authority conferred upon the Secretary 
of the Interior by section 10 of the 
Migratory Bird Conservation Act of Feb¬ 
ruary 18, 1929 (45 Stat. 1224: 16 U.S.C. 
7151), as amended and supplemented. 







860S 

and acting in accordance with the au¬ 
thority delegated to me by Commis¬ 
sioner’s Order No. 4 (22 P.R. 8126), I 
have determined that a change in the 
regulation governing the use of boats on 
areas of the Loxahatchee National Wild¬ 
life Refuge, Florida, would be consistent 
with the management of the refuge. 

By notice of proposed rule making 
published in the Federal Register of 
September 10, 1959 (24 F.R. 7277). the 
public was invited to participate in the 
amendment of the existing regulation 
which would change the regulation 
governing the use of boats on the Loxa¬ 
hatchee National Wildlife Refuge (con¬ 
forming substantially with the rule set 
forth below) by submitting written data, 
views, or arguments to the Director. Bu¬ 
reau of Sport Fisheries and Wildlife, 
Washington 25, D.C.. within a period of 
30 days from the date of publication. 
No comments, suggestions, or objections 
having been received within the 30-day 
period, the regulations constituting Part 
34 are amended by revising paragraph 

(b) of § 34.93 to Subpart—Loxahatchee 
National Wildlife Refuge, Florida, as 
follows: 

§ 31.93 Use of boats permitted. 

• • • • • 

(b) Limitation . Inboard and out¬ 
board motor boats may not be used dur¬ 
ing the open season for the hunting of 
migratory birds or fishing in areas desig¬ 
nated by suitable posting by the Refuge 
Officer in charge as closed to motor boat 
operation during such open season. 

(Sec. 10, 45 Stat. 1224; 16 TJ.S.C. 7151) 

In accordance with the requirements 
imposed by section 4(c) of the Adminis¬ 
trative Procedure Act of June 11, 1946, 
60 Stat. 238: 5 U.S.C. 1003(c), the fore¬ 
going amendment shall become effective 
on the 31st day following publication in 
the Federal Register. 

Dated: October 19,1959. 

D. H. Janzen, 
Director , Bureau of 
Sport Fisheries and Wildlife . 
[F.R, Doc. 69-8945; Filed, Oct. 22. 1959; 

8:46 a-m.J 


PART 35—NORTHEASTERN REGION 
Subport—Moosehom National 
Wildlife Refuge, Maine 

Hunting 

Basis and purpose. Pursuant to the 
authority conferred upon the Secretary 
of the Interior by section 10 of the Mi¬ 
gratory Bird Conservation Act of Feb¬ 
ruary 18, 1929 (45 Stat. 1224; 16 U.S.C. 
7151), as amended and supplemented, 
and acting in accordance with the au¬ 
thority delegated to me by Commis¬ 
sioner’s Order No. 4 (22 F.R. 8126), I 
have detennined that the amendments 
to the regulation permitting deer hunt¬ 
ing on the Moosehom National Wildlife 
Refuge, Maine, would be consistent with 
the management of the refuge. 

By notice of proposed rule making pub¬ 
lished in the Federal Register of Sep¬ 
tember 12,1959 (24 F.R. 7379), the public 
was invited to participate'in the adop¬ 


RULES AND REGULATIONS 

tion of a proposed regulation (conform¬ 
ing substantially with the rule set forth 
below) which would permit the more 
favorable control of deer hunting on the 
Moosehom National Wildlife Refuge by 
submitting written data, views, or argu¬ 
ments to the Director, Bureau of Sport 
Fisheries and Wildlife, Washington 25, 
D.C., within a period of 30 days from the 
date of publication. 

One petition with 236 names has been 
received from Mr. Robert C. Godfrey. 
Secretary, Dennys River Sportsman’s 
Club, Dennyville, Maine, objecting to the 
proposed amendments to the hunting 
regulations for the Moosehom National 
Wildlife Refuge. This petition makes 
the following assertions: 

1. That by allowing the game to Increase 
in numbers on the Refuge, it wUl eventually 
spread to the territory adjacent to the 
Refuge and greatly improve the hunting con¬ 
dition in general. 

2. The attractiveness of the Refuge to 
visitors is much greater if they are priv¬ 
ileged to see the various types of wildlife 
In number. 

3. The elimination of hunters being priv¬ 
ileged to pursue and kUl partially tame 
animals. 

Scientific findings relative to deer 
populations and range conditions by 
biologists of the Bureau of Sport Fish¬ 
eries and Wildlife and the State of Maine 
Department of Inland Fisheries and 
Game have been cited and explained to 
the Dennys River Sportsman’s Club in 
public meetings on several occasions. 

Investigations by our wildlife biolo¬ 
gists and by biologists of the State of 
Maine show continued improvement in 
herd reproduction, age distribution, and 
physical vigor since the first opening for 
deer hunting in 1954. Range conditions, 
including the availability of deer browse, 
have also gradually improved in the past 
five years. Our findings show a need for 
continued <%eer hunting on the Moose- 
horn National Wildlife Refuge in order 
to maintain a proper balance between 
deer herd numbers and the amount of 
food available to the herd. Biologists of 
the State of Maine concur in these 
findings. 

The statements in the petition are not 
in accordance with the biological data. 
It has therefore been determined that 
deer hunting on the Moosehom National 
Wildlife Refuge is in accord with the 
basic wildlife management objectives of 
this area and as such is in the public 
interest. 

No other objections having been 
received within the 30-day period, the 
regulations constituting Part 35 are 
amended by adding §§ 35.38 and 35.39 to 
Subpart—Moosehom National Wild¬ 
life Refuge, Maine, as follows: 

§ 33.38 Hunting of deer permitted. 

Subject to compliance with the provi¬ 
sions of Parts 18 and 21 of this chapter, 
deer hunting is permitted on the herein¬ 
after described lands of the Moosehom 
National Wildlife Refuge subject to the 
following conditions, restrictions, and 
requirements: 

(a) Hunting areas. Deer may be taken 
on all areas of the Moosehom National 
Wildlife Refuge except: 


(1) Baring Unit. Within the posted 
closed area surrounding refuge head¬ 
quarters. 

(2) Edmunds Unit. Within the posted 
closed area surrounding refuge subhead¬ 
quarters or all lands of the Edmunds Unit 
east of U.S. Highway No. 1 and south of 
the refuge boundary line running from 
approximately opposite the North Trail 
junction with U.S. Highway 1 to the 
shores of Cobscook Bay. 

(b) Checking stations. Hunters, upon 
entering or leaving the hunting area, 
shall report at such checking stations as 
may be established for the purpose of 
regulating the hunting. All deer taken 
shall be presented for registration and 
examination at such times and place or 
places as may be detennined by the offi¬ 
cer in charge. 

(c) State laws. Strict compliance with 
all applicable State laws and regulations 
is required. 

(d) Hunting permits. No person is 
permitted to hunt on any refuge area 
open to public hunting until he has ob¬ 
tained a permit from the officer in 
charge. Hunting by minors is permitted 
if accompanied by a responsible adult. 

§ 33.39 Firearms and lights. 

(a) Firearms . The possession of fire¬ 
arms of any description is prohibited 
except as follows: 

(1) By authorized State and Federal 
officials engaged in law enforcement or 
other official duties. 

(2) By persons traveling public high¬ 
ways under easement to the State of 
Maine wherein title is vested in the 
United States who may carry or trans¬ 
port only unloaded firearms that are dis¬ 
mantled and/or cased. 

(3) By deer hunting permittees using 
only rifles firing center fire cartridges or 
shotguns with loads of either rifled slugs, 
single ball, or buckshot not smaller than 
single 0. 

(b) Artificial lights. No person shall 
use the rays of a spotlight or other arti¬ 
ficial light, or automotive headlight on 
any highway, field, or woodland within 
the refuge boundaries or along public 
highways under easement to the State of 
Maine wherein title is vested in the 
United States, for the purpose of spot¬ 
ting, locating, or taking any wild animals 
or birds. 

(Sec. 10. 45 Stat. 1224; 16 US.C. 7151) 

Although it is the policy of the De¬ 
partment of the Interior that wherever 
practicable the rule making require ments 
of the Administrative Procedure Act *5 
U.S.C. 1003) be observed voluntarily, the 
imminence of the deer hunting season in 
the State of Maine makes more than the 
publication of the advance notice im¬ 
practicable. In order to meet this 
emergency, this regulation shall become 
effective immediately upon publication 
in the Federal Recister. 

Issued at Washington, D.C., and dated 
October 19,1959. 

D. H. Janzen. 

Director, Bureau of 
Sport Fisheries and Wildlife- 

[F.R. Doc. 59-8944: Filed, Oct. 22. 

8:46 aon.l 
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DEPARTMENT OF THE TREASURY 

Internal Revenue Service 
[ 26 CFR (1954) Part 301 ] 
PROCEDURE AND ADMINISTRATION 

Bonds 

Notice is hereby given, pursuant to the 
Administrative Procedure Act, approved 
June 11, 1946, that the regulations set 
forth in tentative form below are pro¬ 
posed to be prescribed by the Commis¬ 
sioner of Internal Revenue, with the ap¬ 
proval of the Secretary of the Treasury 
or his delegate. Prior to the final adop¬ 
tion of such regulations, consideration 
will be given to any comments or sug¬ 
gestions pertaining thereto which are 
submitted in writing, in duplicate, to the 
Commissioner of Internal Revenue. At¬ 
tention: T:P, Washington 25, D.C., 
within the period of 30 days from tne 
date of publication of this notice in the 
Federal Register. Any person submit¬ 
ting written comments or suggestions 
who desires an opportunity to comment 
orally at a public hearing on these pro¬ 
posed regulations should submit his re¬ 
quest, in writing, to the Commissioner 
within the 30-day period. In such a 
case, a public hearing will be held and 
notice of the time, place, and date will 
be published in a subsequent issue of 
the Federal Register. The proposed 
regulations are to be issued under the 
authority contained in section 7805 of 
the Internal Revenue Code of 1954 (68A 
Stat. 917; 26 U.S.C. 7805). 

Dana Latham. 

Commissioner of Internal Revenue. 

The following regulations are hereby 
prescribed under chapter 73 of the In¬ 
ternal Revenue Code of 1954, relating to 
bonds, and are effective on and after 
August 17, 1954. The regulations under 
chapter 73 are applicable with respect to 
taxes imposed by the Internal Revenue 
Code of 1939 and the Internal Revenue 
Code of 1954. 

Bonds 

Sec. 

301.7101 Statutory provisions; form of 
bonds. 

301.7101—1 Form of bond and surety re- 
qulred. 

801 7102 Statutory provisions; single bond 
„ in lieu of multiple bonds. 

Wl. 4 102-1 Single bond in lieu of multiple 
bonds. 

301 7103 Statutory provisions; cross refer¬ 
ences—other provisions for 
bonds. 

Bonds 

§301.7101 Statutory provisions; form 
of bonds. 

Sec. 7101. Form of bonds. Whenever, pur- 
to the provisions of this title (other 
“um sections 7485 and 6803(a) (1)), or rules 
...^S^iations prescribed under authority of 
title, a person is required to furnish a 
o°nd or security— 

shin . General ru l e • Such bond or security 
an be in such form and with such surety 
sureties as may be prescribed by regula¬ 


tions issued by the Secretary or his delegate. 

(2) United States bonds and notes in lieu 
of surety bonds. The person required to fur¬ 
nish such bond or security may. in lieu 
thereof, deposit bonds or notes of the United 
States as provided in 6 U.S.C. 15. 

§ 301.7101—1 Form of bond and surely 
required. 

(a) In general. Any person required 
to furnish a bond under the provisions of 
the Internal Revenue Code of 1954 (other 
than section 6803 < a) (1), relating to 
bonds required of certain postmasters, 
and section 7485, relating to bond to stay 
assessment end collection of a deficiency 
pending review of a Tax Court decision), 
or under any rules or regulations pre¬ 
scribed under such Code, shall execute 
such bond: 

(1) On the appropriate form pre¬ 
scribed by the Internal Revenue Service 
(which may be obtained from the dis¬ 
trict director), and 

(2) With satisfactory surety. 

For provisions as to what will be con¬ 
sidered “satisfactory surety”, see para¬ 
graph (b) of this section. The bonds re¬ 
ferred to in this paragraph shall be 
drawn in favor of the United States. 

(b) Satisfactory surety— (1) Approved 
surety company or bonds or notes of the 
United States. For purposes of para¬ 
graph (a) of this section, a bond shall be 
considered executed with satisfactory 
surety if: 

(1) It is executed by a surety company 
holding a certificate of authority from 
the Secretary as an acceptable surety on 
Federal bonds; or 

(ii) It is secured by bonds or notes of 
the United States as provided in 6 U.S.C. 
15 (see 31 CFR Part 225). 

(2) Other surety acceptable in dis¬ 
cretion of bond approvitig officer. Un¬ 
less otherwise expressly provided in the 
Internal Revenue Code of 1954, or the 
regulations thereunder, a bond may, in 
the discretion of the internal revenue 
officer or employee authorized to approve 
such bond, be considered executed with 
satisfactory surety if, in lieu of being ex¬ 
ecuted or secured as provided in sub- 
paragraph (1) of this paragraph, it is: 

(i) Executed by a corporate surety 
(other than a surety company) or by 
two or more individual sureties, provided 
such individual sureties meet the condi¬ 
tions contained in subparagraph (3) of 
this paragraph; 

(ii) Secured by a mortgage on real or 
personal property; 

(iii) Secured by acceptable collateral 
deposited with a responsible financial 
institution acting as escrow agent; 

(iv) Secured by a certified, cashier's, 
or treasurer’s check drawn on any bank 
or trust company incorporated under the 
laws of the United States or any State, 
Territory, or possession of the United 
States, or by a United States postal, 
bank, express, or telegraph money order; 
or 

(v) Secured by corporate bonds or 
stocks, or by bonds issued by a State or 
political subdivision thereof, of recog¬ 
nized stability. 


(3) Conditions to be met by individual 
sureties. If a bond is executed by two 
or more individual sureties, the follow¬ 
ing conditions must be met by each such 
individual surety: 

<i) He must reside within the State in 
which the principal place of business or 
legal residence of the primary obligor 
is located; 

(ii) He must have property subject to 
execution of a current market value, 
above all encumbrances, equal to at least 
the penalty of the bond; 

(iii) All real property which he offers 
as security must be located in the State 
in which the principal place of business 
or legal residence of the primary obligor 
is located; 

(iv) He must agree not to mortgage, or 
otherwise encumber, any property of¬ 
fered as security while the bond con¬ 
tinues in effect without first securing 
the permission of the district director; 
and 

(v) He must file with the bond, and 
annually thereafter so long as the bond 
continues in effect, an affidavit as to the 
adequacy of his security, executed on 
the appropriate form furnished by the 
district director. 

Partners may not act as sureties upon 
bonds of their partnership. Stockholders 
of a corporate principal may be accepted 
as sureties provided their qualifications 
as such are independent of their holdings 
of the stock of the corporation. 

(4) Adequacy of surety. No surety or 
security shall be accepted if it does not 
adequately protect the interest of the 
United States. 

(c) Bonds required by Internal Rev¬ 
enue Code of 1939. This section shall 
also apply in the case of bonds required 
under the Internal Revenue Code of 
1939 (other than sections 1423(b) and 
1145) or under the regulations under 
such Code. 

§ 301.7102 Statutory provisions: single 
bond in lieu of multiple bonds. 

Sec. 7102. Single bond in lieu of multiple 
bonds. In any case in which two or more 
bonds are required or authorized, the Sec¬ 
retary or his delegate may provide for the 
acceptance of a single bond complying with 
the requirements for which the several 
bonds are required or authorized. 

§ 301.7102—1 Single bond in lieu of 
multiple bonds. 

A person who is required, or author¬ 
ized, under the Internal Revenue Code 
of 1954 (other than sections 6803(a) (1) 
and 7485), or under any rules or regula¬ 
tions under such Code, to execute two 
or more bonds may, in the discretion of 
the internal revenue officer or employee 
authorized to approve such bonds, fur¬ 
nish a single bond in lieu of such two 
or more bonds but only if such single 
bond meets all the conditions and re¬ 
quirements prescribed for each of the 
separate bonds which it replaces. This 
section shall also apply in the case of 
bonds required or authorized under the 
Internal Revenue Code of 1939 (other 
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than sections 1423(b) and 1145) or under 
the regulations under such Code. 

§ 301.7103 Statutory provisions; cross 
references—other provisions for 

bonds. 

Sec. 7103. Crons references—other proirt- 
sions for bonds —(a) Extensions of time. (1) 
For bond where time to pay tax or deficiency 
has been extended, see section 6165. 

(2) For bond to stay collection of a Jeop¬ 
ardy assessment, see section 6863, 

(3) For bond to stay assessment and col¬ 
lection prior to review of a Tax Court deci¬ 
sion, see section 7485. 

(4) For furnishing of bond where taxable 
year is closed by the Secretary or his dele¬ 
gate, see section 6851(e). 

(5) For bond in case of an election to post¬ 
pone payment of estate tax where the value 
of a reversionary or reminder interest Is In¬ 
cluded in the gross estate, see section 6165. 

<b) Release of lien or seized property. (1) 
For the release of the lien provided for in 
section 6325 by furnishing the Secretary or 
his delegate a bond, see section 6325(a) (2). 

(2) For bond to obtain release of perish¬ 
able goods which have been seized under for¬ 
feiture proceeding, see section 7324(3). 

(3) For bond to release perishable goods 
under levy, see section 6336. 

(4) For bond executed by claimant of 
seized goods valued at $1,000 or less, see sec¬ 
tion 7325(3). 

(c) Miscellaneous. (1) For bond as a con¬ 
dition precedent to the allowance of the 
credit for accrued foreign taxes, see section 
905(c). 

(2) For bonds relating to alcohol and to¬ 
bacco taxes, see generally subtitle E. 

(d) Bonds required with respect to certain 
products. (1) For bond in case of articles 
taxable under subchapter B of chapter 37 
processed for exportation without payment of 
the tax provided therein, see section 4513(c). 

(2) For bond in case of oleomargarine re¬ 
moved from the place of manufacture for 
exportation to a foreign country, see section 
4593(b). 

(3) For requirement of bonds with respect 
to certain industries see— 

(A) Section 4596 relating to a manufac¬ 
turer of oleomargarine: 

(B) Section 4814(c) relating to a manufac¬ 
turer of process or renovated butter or adul¬ 
terated butter: 

(C) Section 4833(c) relating to a manufac¬ 
turer of filled cheese: 

(D) Section 4713(b) relating to a manu¬ 
facturer of opium suitable for smoking 
purposes: 

(E) Section 4804(c) relating to a manufac¬ 
turer of white phosphorus matches: 

(F) Section 4101 relating to a producer 
or Importer of gasoline or a manufacturer or 
producer of lubricating oils subject to tax 
under chapter 32. 

(e) Personnel bonds. (1) For bonds of 
internal revenue personnel to insure faithful 
performance of duties, see section 7803(c). 

(2) For Jurisdiction of United States dis¬ 
trict courts, concurrently with the courts of 
the several States, in an action on the official 
bond of any Internal revenue officer or em¬ 
ployee. see section 7402(d). 

(3) For bonds of postmasters to whom 
stamps have been furnished under section 
6802(1), see section 6803(a) (1). 

(4) For bonds in cases coming within the 
provisions of section 6802 (2) or (3), relating 
to stamps furnished a designated depositary 
of the United States or State agent, see sec¬ 
tion 6803(b)(1), 

(FB. , Doc. 59-8970; Filed. Oct. 22, 1959; 
8:50 a.m.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Part 955 ] 

HANDLING OF GRAPEFRUIT GROWN 
IN ARIZONA; IMPERIAL COUNTY, 
CALIF., AND THAT PART OF 
RIVERSIDE COUNTY, CALIF., SITU¬ 
ATED SOUTH AND EAST OF 
WHITE WATER, CALIF. 

Approval of Expenses and Fixing of 
Rate of Assessment for 1959-60 
Fiscal Period and Carryover of Un¬ 
expended Funds 

Consideration is being given to the fol¬ 
lowing proposals submitted by the Ad¬ 
ministrative Committee, established un¬ 
der Marketing Agreement No. 96. as 
amended, and this part, as amended (7 
CFR Part 955), regulating the handling 
of grapefruit grown in the State of Ari¬ 
zona; in Imperial County. California; 
and in that part of Riverside County, 
California; situated south and east of 
White Water, California, effective under 
the Agricultural Marketing Agreement 
Act of 1937. as amended (7 U.S.C. 601- 
674), as the agency to administer the 
terms and provisions thereof: 

(1) That the Secretary of Agriculture 
find that expenses not to exceed $30,825 
will be necessarily incurred during the 
fiscal period August 1. 1959, to July 31, 
1960, for the maintenance and function¬ 
ing of the committee established under 
the aforesaid amended marketing agree¬ 
ment and order. 

(2) That the Secretary of Agriculture 
fix. as the share of such expenses which 
each handler who first handles grape¬ 
fruit shall pay during the aforesaid fiscal 
period in accordance with the aforesaid 
amended marketing agreement and or¬ 
der, the rate of assessment at three- 
fourths cent ($0.0075) per carton of 
grapefruit handled by such handler as 
the first handler thereof during such 
fiscal period. 

(3) That the Secretary of Agriculture 
find that unexpended assessment funds, 
in excess of expenses incurred during the 
fiscal period ending July 31, 1960, shall 
be carried over as a reserve in accord¬ 
ance with the applicable provisions of 
§ 955.42 of said amended marketing 
agreement and order. 

(4) That the Secretary of Agriculture 
find that unexpended assessment funds 
in the amount of $12,481.88, which are 
in excess of expenses incurred during 
the fiscal period ended July 31, 1959, 
shall be carried over as a reserve in ac¬ 
cordance with the applicable provisions 
of § 955.42 of said amended marketing 
agreement and order. 

All persons who desire to submit writ¬ 
ten data, view r s. or arguments in con¬ 
nection w T ith the aforesaid proposals 
should file same with the Director, Fruit 
and Vegetable Division, Agricultural 
Marketing Service. United States De¬ 
partment of Agriculture. Room 2077, 
South Building, Washington 25, D.C., 
not later than the 10th day after the 


publication of this notice in the Federal 
Register. All documents should be filed 
in quadruplicate. 

Terms used in the amended marketing 
agreement and order shall, when used 
herein, have the same meaning as is 
given to the respective term in said 
amended marketing agreement and 
order. 

(Secs. 1—19, 48 Stat. 31, as amended; 7 
U.S.C. 601-674) 

Dated; October 19,1959. 

S. R. Smith. 

Director , Fruit and Vegetable 
Division, Agricultural Mar¬ 
keting Service. 

1FR. Doc. 59-8950; Filed. Oct. 22, 1959; 
8:47 a.m.) 


FEDERAL AVIATION AGENCY 

[14 CFR Part 507 ] 

JReg. Docket 1571 

AIRWORTHINESS DIRECTIVES 

Notice of Proposed Rule Making 

Pursuant to the authority delegated to 
me by the Administrator (§ 405.27. 24 
FH. 2196), notice is hereby given that 
the Federal Aviation Agency has under 
consideration a proposal to amend Part 
507 of the regulations of the Adminis¬ 
trator to include an airworthiness direc¬ 
tive requiring corrective action involving 
Wright TC18DA and TC18EA Series en¬ 
gines. This proposal if adopted will 
supersede item (8) of AD 58-13-5 pub¬ 
lished in 23 F.R. 5561. 

Interested persons may parictipate in 
the making of the proposed rule by sub¬ 
mitting such written data, views or 
arguments as they may desire. Com¬ 
munications should be submitted in 
duplicate to the Docket Section, Federal 
Aviation Agency, Room B-316, 1711 New 
York Avenue NW., Washington 25. D.C. 
All communications received within 30 
days after publication of this notice in 
the Federal Register will be considered 
by the Administrator before taking ac¬ 
tion on the proposed rule. The proposals 
contained in this notice may be changed 
in light of the comments received. All 
comments submitted will be available for 
examination by interested persons in the 
Docket Section when the prescribed time 
for return of comments has expired. 
This proposal will not be given further 
distribution as a draft release. 

This amendment is proposed under the 
authority of sections 313(a), 601 and 603 
of the Federal Aviation Act of 1958 f 72 
Stat. 752. 775, 776; 49 U.S.C. 135*ha), 
1421.1423). 

In consideration of the foregoing, it is 
proposed to amend § 507.10 < a) by adding 
the following airworthiness directive; 

Wright Engines. Applies to all Wright 
TC18DA and TC18EA Series engine. 

Compliance required at first engine over¬ 
haul after December 1, 1959, but not l atcr 
than September 1, 1960. 

To prevent inadvertent loss o L oil from 
the power recovery turbine fluid coupling* 
•the PRT oU control valve must incorpora 
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a WAD P/N 147825 valve body, or subse¬ 
quently released part. This valve body 
Incorporates three flats to provide a perma¬ 
nent oil bypass to insure an adequate supply 
of turbine coupling oil in the event of a 
regulator spring failure. 

(WAD Service Bulletins Nos. TCI8-390 and 
TC18E-210 cover this same subject and fur¬ 
nish instructions for the rework of the 
superseded valve bodies to the P/N 147825 
configuration.) 

This AD supersedes and cancels Hem No. 
(8) of AD 58-13-5. 

Issued in Washington, D.C., on Oc¬ 
tober 19, 1959. 

William B. Davis, 
Director , 

Bureau of Flight Standards. 

IF R. Doc. 59-8932; Filed. Oct. 22, 1959; 

8:45 a.m.J. 


[ 14 CFR Part 507 ] 

(Reg. Docket 159] 

AIRWORTHINESS DIRECTIVES 

Notice of Proposed Rule Making 

Pursuant to the authority delegated 
to me by the Administrator (§ 405.27, 24 
F.R. 2196), notice is hereby given that 


DEPARTMENT OF THE TREASURY 

Office of the Secretary 

f AA 643.3] 

BRASS CLOSET FLANGES FROM 
JAPAN 

Determination of No Sales at Less 
Than Fair Value 

October 16, 1959. 

A complaint was received that brass 
closet flanges from Japan were being sold 
to the United States at less than fair 
value within the meaning of the Anti¬ 
dumping Act of 1921. 

I hereby determine that brass closet 
flanges from Japan are not being, nor are 
Jikely to be, sold in the United States at 
less than fair value within the meaning 
of section 201(a) of the Antidumping 
Act. 1921, as amended (19 U.S.C. 160(a)). 

Statcmeiit of reasons. Brass closet 
flanyes are not sold for home consump¬ 
tion in Japan, nor are they sold to coun¬ 
tries other than the United States. For 
*air value purposes, therefore, the price 
t which the flanges are sold to the 
united States was compared to the con¬ 
structed value of such flanges. It was 
ound that the purchase price is not less 
™£the constructed value. 

This determination and the statement 
1 rc asons therefor are published pur¬ 
suant to section 201 (c) of the Antidump- 

7^ Act, 1921, as amended (19 U.S.C. 
160(c)). 

fsEAi.i A. Gilmore Flues, 

Acting Secretary of the Treasury . 

i*Jl Doc. 59-8971; Filed. Oct. 22, 1959; 
8:50 a.m.j 


the Federal Aviation Agency has under 
consideration a proposal to amend Part 
507 of the regulations of the Adminis¬ 
trator to include an airworthiness direc¬ 
tive requiring removal of certain Hart- 
zell propellers. This proposal if adopted 
will supersede AD 53-6-2 published in 21 
F.R. 9522. 

Interested persons may participate in 
the making of the proposed rule by sub¬ 
mitting such written data, views or argu¬ 
ments as they may desire. Communica¬ 
tions should be submitted in duplicate 
to the Docket Section, Federal Aviation 
Agency. Room B-316, 1711 New York 
Avenue NW., Washington 25, D.C. All 
communications received within 30 days 
after publication of this notice in the 
Federal Register will be considered by 
the Administrator before taking action 
on the proposed rule. The proposals 
contained in this notice may be changed 
in light of the comments received. All 
comments submitted will be available 
for examination by interested persons in 
the Docket Section when the prescribed 
time for return of comments has expired. 
This proposal will not be given further 
distribution as a draft release. 

This amendment is proposed under the 
authority of sections 313(a), 601 and 603 


of the Federal Aviation Act of 1958 (72 
Stat. 752, 775, 776; 49 U.S.C. 1354 1 a), 
1421,1423). 

In consideration of the foregoing, it 
is proposed to amend § 507.10(a) by add¬ 
ing the following airworthiness directive: 

Hartzell Propellers. Applies to all Hart- 
zell HC-12X20 propellers with serial 
numbers as indicated below. These 
propeUers may be installed on such air¬ 
craft models as Republic RC-3. Grum¬ 
man G-44, and Navion series. 

Compliance required not later than Jan¬ 
uary 1. I960. 

To preclude possible failures, remove from 
service Hartzell hub spiders with serial num¬ 
bers 1 through 4303. 4307 through 4316, 4318, 
4319, 4321, 4323, 4324, 4325, 4328. 4329, 4332 
through 4336, 4341. After removal, these hub 
spiders will not be eligible for use in certifi¬ 
cated aircraft. 

Hub spiders with serial numbers other 
than those listed above may be used as 
replacements. 

This supersedes AD 53-6-2. 

Issued in Washington. D.C., on Octo¬ 
ber 19, 1959. 

William B. Davis, 
Director, Bureau of 
Flight Standards. 

IF.R. Doc. 59-8933; Filed, Oct. 22, 1959; 

8:45 a m.) 


NOTICES 


DEPARTMENT OF THE INTERIOR 

Bureau of Reclamation 
ARIZONA 

Notice of Proposed Sale of Residential 
and Commercial Lots 

Pursuant to the authority of the Act 
of September 2. 1958 (72 Stat. 1686), no¬ 
tice is hereby given that the Bureau of 
Reclamation will offer for sale at their 
appraised value approximately 40 resi¬ 
dential lots and 130 commercial lots in 
the Town of Page, Arizona, the new 
construction town adjacent to the Glen 
Canyon Dam on the Colorado River in 
northern Arizona. 

The residential lots range in size from 
7,000 to 11,000 square feet. Commercial 
building sites are available in many dif¬ 
ferent sizes and locations. Lots are fully 
improved with street, sidewalks, curb 
and gutter, and water and sewer systems. 
Power and telephone service are avail¬ 
able. Residential lots are priced from 
$1,750 to $2,350. There is a wide range 
of prices for commercial lots depending 
on size and location. The Government 
will charge for certain municipal-type 
services it provides. 

Temporary schools through high 
school are in operation in Page, and 
permanent school facilities, now under 
construction, are nearing completion. 
Several new churches are under con¬ 
struction and others are planned. A 
completely equipped 25-bed hospital 
serves the town and medical and dental 
services are available. A variety of busi¬ 
nesses have bec\* established in perma¬ 
nent and temporary quarters, and others 


will be built in the near future. A com¬ 
mercial airline provides daily service to 
Page from Phoenix, Arizona, and Salt 
Lake City. Utah. Airplane charter serv¬ 
ice is also available at the Page Airport. 

Construction of Glen Canyon Dam is 
now underway and is scheduled for 
completion in 1964. The world's third 
largest reservoir, to be created by the 
dam, will be developed for public recrea¬ 
tional use in cooperation with the Na¬ 
tional Park Service. 

Commencing at 10:00 a.m., November 
12, 1959, applications for purchase of 
residential and commercial lots will be 
received at the office of the Project Con¬ 
struction Engineer, Page, Arizona. The 
Bureau will grant options to purchase 
the lots upon payment of $25.00. The 
options will be nonassignable and of 
120 days’ duration, within which period 
the optionee must arrange construction 
financing, secure a building permit from 
the Page City Administrator, and pay 
the balance of the purchase price. The 
$25.00 payment will be forfeited to the 
Government if the terms of the option 
agreement are not fulfilled. When more 
than one application is received for the 
same lot during the period from Novem¬ 
ber 12. 1959, to November 27, 1959. the 
successful applicant will be determined 
by drawing. Lots under option for which 
the purchases are not concluded within 
the option period and lots for which no 
option request is received at the office 
of the Project Construction Engineer, 
Page, Arizona, by 4:00 p.m., on said 
November 27, 1959, will be available for 
purchase under the same type option 
agreement on a first-come, first-served 
basis until all lots are sold. Deeds to 
all lots will be subject to reservation of 
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all mineral rights and to applicable pro¬ 
tective covenants, administrative, land 
use, and zoning restrictions of Page, 
Arizona. 

Pull details with respect to location 
of lots, prices, dimensions, etc., will be 
furnished upon request to the Project 
Construction Engineer, Bureau of Rec¬ 
lamation, Page, Arizona. 

William I. Palmer, 
Acting Commissioner oj Reclamation. 

[F.R. Doc. 59-9022: Filed, Oct. 22, 1959; 
9:14 ajn.] 


DEPARTMENT OF AGRICULTURE 

Commodity Credit Corporation 

SALES OF CERTAIN COMMODITIES 

October 1959 Monthly Sales List; 
Amendment 

The price listing for the Commodity 
Credit Corporation Monthly Sales List 
for October 1959, 24 FJR. 8277, is amend¬ 
ed as follows: 

Effective October 9: Nonfat dry milk is 
being removed from the list of Commod¬ 
ity Credit Corporation commodities 
available for barter because supplies at 
this date are limited. 

Effective October 13: Nonfat dry milk 
for export sale and for domestic sale for 
restricted use is being removed from the 
list of Commodity Credit Corporation 
commodities available for sale at this 
date. 

(Sec. 4. 62 Stat. 1070. ns amended: 15 U.S.C. 
714b. Interpret or apply sec. 407, 63 Stat. 
1053; 7 UJ5.C. 1427. sec. 208. 63 Stat. 901) 

Issued: October 20, 1959. 

Clarence D. Palmby, 

Acting Executive Vice President, 
Commodity Credit Corporation. 

[Fit. Doc. 59-8972; Filed. Oct. 22, 1959; 
8:50 a.m.] 


DEPARTMENT OF COMMERCE 

Federal Maritime Board 
STOCKARD STEAMSHIP CORP. ET. AL. 

Agreements Filed for Approval 

Notice is hereby given that the follow¬ 
ing described agreements have been filed 
with the Board for approval pursuant 
to section 15 of the Shipping Act, 1916 
(39 Stat. 733, 46 U.S.C. 814): 

(1) Agreement No. 7812-3, between 
Stockard Steamship Corporation and At¬ 
lantic Ocean Transport Corporation 
(carriers presently comprising the Le¬ 
vant Line joint service, Agreement No. 
7812, as amended), and Mediterranean 
Transport Corporation, modifies ap¬ 
proved joint service Agreement No. 7812, 
as amended, to provide for the admis¬ 
sion of Mediterranean Transport Cor¬ 
poration^ a party to said joint service. 

(2) Agreement No. 8242-2, between 
Mississippi Shipping Company, Inc., and 
Waterman Steamship Corporation of 


NOTICES 


Puerto Rico, modifies approved Agree¬ 
ment No. 8242, as amended, covering a 
through billing arrangement in the trade 
from ports in West Africa to Puerto Rico, 
with transshipment at New Orleans or 
Mobile. The purpose of the modification 
is to provide for a division of the trans¬ 
shipment expenses at New Orleans or 
Mobile on the basis of 60 percent to Mis¬ 
sissippi and 40 percent to Waterman, in¬ 
stead of on the basis of 50 percent to each 
party, as presently provided in the 
agreement. 

Interested parties may inspect these 
agreements and obtain copies thereof at 
the Regulation Office, Federal Maritime 
Board, Washington, D.C., and may sub¬ 
mit, within 20 days after publication of 
this notice in the Federal Register, 
written statements with reference to 
either of the agreements and their posi¬ 
tion as to approval, disapproval, or modi¬ 
fication, together with request for 
hearing should such hearing be desired. 

Dated: October 20, 1959. 

By order of the Federal Maritime 
Board. 

James L. Pimper, 

Secretary. 

[F.R. Doc. 59-8964; Filed. Oct. 22. 1959; 

8:49 ajn.) 


DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 

Office of the Secretary 
CERTAIN DESIGNATED OFFICIALS 

Delegation of Authority To Certify 
Copies of Documents 

Delegation of authority to certify 
copies of documents (23 F.R. 7089) is 
hereby amended to read as follows: 

Pursuant to the provisions of section 
623d, Chapter 11 A. Title 5, United States 
Code, and Reorganization Plan No. 1 of 
1953, the following persons in the De¬ 
partment of Health, Education, and Wel¬ 
fare are authorized to certify copies of 
documents on file in the Department of 
Health. Education, and Welfare, and to 
cause the seal of the Department to be 
affixed: 

1. With respect to all documents on 
file in the Department: 

a. Associate General Counsel; 

b. Chiefs Administrative Services 
Branch, Office of the General Counsel; 
and 

c. Secretary to the Associate General 
Counsel. 

2. With respect to documents on file 
in the Food and Drug Administration: 

a. Commissioner of Food and Drugs; 

b. Deputy Commisioner of Food and 
Drugs: and 

c. Director, Bureau of Enforcement, 
Food and Drug Administration. 

Dated: October 16,1959. 

[seal! Arthur S. Flemming, 
Secretary . 

[PR. Doc. 8942: Filed, Oct. 22, 1959; 

8:45 &jn.j 


STATEMENT OF ORGANIZATION AND 
DELEGATIONS OF AUTHORITY 

Miscellaneous Amendments 

The Statement of Organization and 
Delegations of Authority of the Depart¬ 
ment of Health, Education, and Welfare 
(22 F.R. 1045) is hereby amended to: 

1. Delete section 2-300.50 of Part 2 
and subsection (4) of section 10.20 of 
Part 10. 

2. Amend section 2-500-40 of Part 2 
to read as follows: 

Except as specifically delegated or as¬ 
signed to other officials of the Depart¬ 
ment (not under the supervision of the 
Director of Administration) or as re¬ 
served elsewhere in this Statement, the 
Director of Administration is hereby 
authorized to perform all functions of 
the Secretary in the field of administra¬ 
tive and financial management and is also 
hereby authorized to exercise the au¬ 
thority of the Secretary under section 
623d, Chapter 11 A, Title 5, United States 
Code, relating to the use of the Depart¬ 
ment Seal. 

Dated: October 16,1959. 

[seal] Arthur S. Flemming, 

Secretary . 

[F.R. Doc. 59-8943; Filed, Oct. 22, 195D; 

8:46 a.m.] 


INTERDEPARTMENTAL COMMIT¬ 
TEE ON TRADE AGREEMENTS 

WOOLEN AND WORSTED FABRICS 

Renegotiation of United States Con¬ 
cessions Under General Agreement 

on Tariffs and Trade 

Pursuant to section 4 of the Trade 
Agreements Act, approved June 12,1934, 
as amended <48_Stat. 945, ch. 474; 65 
Stat. 73. ch. 141>, and to paragraph 4 of 
Executive Order 10082 of October 5,1949, 
as amended (3 CFR, 1949-1953 Comp., 
pp. 281, 355), notice is hereby given by 
the Interdepartmental Committee on 
Trade Agreements of intention to rene¬ 
gotiate the United States tariff conces¬ 
sions in items 1108 (and the note there¬ 
to) and 1109(a) in Part I of Schdule XX 
to the General Agreement on Tariffs 
and Trade (61 Stat. (pt. 5) A1274) and 
in item 1109(a) in Part I of Schedule XX 
to the Torquay Protocol to the General 
Agreement on Tariffs and Trade (3 UST 
(pt. 1) 1186). 

Such renegotiations may result, under 
certain circumstances, in rates of duty 
higher than the rates currently appli¬ 
cable under the tariff quota pro cl aim eel 
by the President pursuant to the note 
to item 1108 in Part I of Schedule XX 
to the General Agreement, and. under 
other circumstances, in rates of duty 
lower than the rates now applicable un¬ 
der the tariff quota (Proclamation No. 
3160 of September 28. 1956, Proclama¬ 
tion No. 3225 of March 7, 1958. Procla¬ 
mation No. 3317 of September 24, 1959, 
71 Stat. C12, 3 CFR. 1958 Supp., P- 19 ’ 
24 Fit. 7893). There is annexed hereto 
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a list of articles imported into the United 
States to be considered for possible mod¬ 
ification of duties and other import re¬ 
strictions, imposition of additional im¬ 
port restrictions, or specific continuance 
of existing customs or excise treatment 
in the renegotiations for which notice is 
given above. 

The articles proposed for considera¬ 
tion in the renegotiations are identified 
in the annexed list by specifying the 
numbers of the paragraphs in tariff 
schedules of Title I of the Tariff Act of 
1930, as amended, in which they are pro¬ 
vided for together with the language 
used in such tariff paragraphs to pro¬ 
vide for such articles. 

No article will be considered in the 
renegotiations for possible modification 
of duties or other import restrictions, 
imposition of additional import restric¬ 
tions, or specific continuance of existing 
customs or excise treatment unless it 
is included, specifically or by reference, 
in the annexed list or unless it is sub¬ 
sequently included in a supplementary 
public list. Only duties on the articles 
listed imposed under the paragraphs of 
the Tariff Act of 1930 specified with re¬ 
gard to such articles will be considered 
for a possible decrease, but additional 
or separate ordinary duties on such arti¬ 
cles imposed under any other provisions 
of law may be bound against increase as 
an assurance that the concession under 
the listed paragraph will not be nullified. 
In the event that an article which as of 
August 1 , 1959. was regarded as classi¬ 
fiable under a description included in 
the list is excluded therefrom by judi¬ 
cial decision or otherwise prior to the 
conclusion of the trade agreement nego¬ 
tiations, the list will nevertheless be 
considered as including such article. 

Pursuant to section 4 of the Trade 
Agreements Act, as amended, and para¬ 
graph 5 of Executive Order 10082 of 
October 5, 1949, as amended, informa¬ 
tion and views as to any aspect of the 
proposals announced in this notice may 
be submitted to the Committee for Reci¬ 
procity Information in accordance with 
the announcement of this date issued 
by that Committee. * 1 Any matters ap¬ 
propriate to be considered in connection 
with the negotiations proposed above 
may be presented. 

Public hearings in connection with the 
“peril point’* investigation of the United 
States Tariff Commission in connection 
with the articles included in the an¬ 
nexed list, pursuant to section 3 of the 
Trade Agreements Extension Act of 1951, 
as amended, are the subject of an an¬ 
nouncement of this date issued by that 
Commission.* 

By direction of the Interdepartmental 
Committee on Trade Agreements this 
22d day of October 1959. 

John A. Birch, 

Chairman , Interdepartmental 
Committee on Trade Agree¬ 
ments. 


1 See Committee for Reciprocity Informa¬ 
tion. Fit. Doc. 59-9019, infra. 

1 See Tariff Commission, F.R. Doc. 59-9021, 

to/ra. 


List op Articles Imported Into the United 
States Proposed for Consideration in 
Trade Agreement Renegotiations 

TARIFF ACT OF 1930 

Title I—Dutiable List 

Par. 

1108 Woven fabrics, weighing not more 
than four ounces per square 
yard, wholly or in chief value of 
wool, whether or not the warp 
is wholly of cotton, or other 
vegetable fiber. 

1109(a) Woven fabrics, weighing more than 
four ounces per square yard, 
whoUy or In chief value of wool. 

(Fit. Doc. 59-9020; Filed. Oct. 22. 1959; 

12:00 m.) 


COMMITTEE FOR RECIPROCITY 
INFORMATION 

WOOLEN AND WORSTED FABRICS 

Renegotiation of United States Con¬ 
cessions Under General Agreement 
on Tariffs and Trade 

Submission of information to the 
Committee for Reciprocity Information. 

Closing date for applications to appear 
at hearing November 20. 1959. 

Closing date for submission of briefs 
November 20, 1959. 

Public hearings open December 1, 
1959. 

The Interdepartmental Committee on 
Trade Agreements 1 has issued on this 
day a notice of intention to renegotiate 
the United States tariff concessions in 
items 1108 (and the note thereto) and 
1109(a) in Part I of Schedule XX to the 
General Agreement on Tariffs and Trade 
and in item 1109(a) in Part I of Sched¬ 
ule XX to the Torquay Protocol to the 
General Agreement on Tariffs and 
Trade. Annexed to the notice of the 
Interdepartmental Committee on Trade 
Agreements Is a list of articles imported 
into the United States to be considered 
in the renegotiations. Such renegotia¬ 
tions may result, under certain circum¬ 
stances. in rates of duty higher than the 
rates currently applicable under the 
tariff quota proclaimed by the President 
pursuant to the note to item 1108 in 
Part I of Schedule XX to the General 
Agreement, and, under other circum¬ 
stances, in rates of duty lower than the 
rates now applicable under the tariff 
quota. 

Pursuant to paragraph 5 of Executive 
Order 10082 of October 5, 1949, as 
amended (3 CFR, 1949-1953 Comp., pp. 
281, 355), the Committee for Reciprocity 
Information hereby gives notice that all 
applications for oral presentation of 
views in regard to the proposed renego¬ 
tiations shall be submitted to the Com¬ 
mittee for Reciprocity Information not 
later than November 20, 1959. The ap¬ 
plication must indicate an estimate of 
the time required for oral presentation. 


1 See Interdepartmental Committee on 
Trade Agreements, F.R. Doc. 59-9020, supra. 


Written statements shall be submitted 
not later than November 20, 1959. Such 
communications shall be addressed to 
“Committee for Reciprocity Information, 
Tariff Commission Building, Washing¬ 
ton 25, D.C.” Fifteen copies of written 
statements, either typed, printed, or 
duplicated, shall be submitted, of which 
one copy shall be sworn to. 

Written statements submitted to the 
Committee, except information and busi¬ 
ness data proffered in confidence, shall 
be open to inspection by interested per¬ 
sons. Information and business data 
proffered in confidence shall be sub¬ 
mitted on separate pages clearly marked 
“For Official Use Only of the Committee 
for Reciprocity Information’*. 

Public hearings will be held before 
the Committee for Reciprocity Informa¬ 
tion. at which oral statements will be 
heard, beginning at 2 p.m. on December 
1, 1959, in the Hearing Room in the 
Tariff Commission Building, Eighth and 
E Streets NW., Washington, D.C. Wit¬ 
nesses who make application to be heard 
will be advised regarding the time and 
place of their individual appearances. 
Appearances at hearings before the 
Committee may be made only by or on 
behalf of those persons who have filed 
written statements and who have within 
the time prescribed made written appli¬ 
cation for oral presentation of views. 
Statements made at the public hearings 
shall be under oath. 

Persons m^ present their views re¬ 
garding any mattqr appropriate to be 
considered in connection with the pro¬ 
posed renegotiations. Copies of the list 
attached to the notice of intention to 
conduct the renegotiations may be ob¬ 
tained from the Committee for Reci¬ 
procity Information at the address des¬ 
ignated above and may be inspected at 
the field offices of the Department of 
Commerce. 

The United States Tariff Commission 
has today announced public hearings* 
on the import items covered by the list 
annexed to the notice of intention to 
conduct the renegotiations to run con¬ 
currently with the hearings of the Com¬ 
mittee for Reciprocity Information. 
Oral testimony and written information 
submitted to the Tariff Commission will 
be made available to and will be con¬ 
sidered by the Interdepartmental Com¬ 
mittee on Trade Agreements. Con¬ 
sequently. those whose interests relate 
only to import products included in the 
foregoing list, and who appear before 
the Tariff Commission, need not, but 
may if they wish, appear also before the 
Committee for Reciprocity Information. 

By direction of the Committee for 
Reciprocity Information this 22d day of 
October 1959. 

Edward Yardley, 
Secretary, Committee for 
Reciprocity Information 

[FR. Doc. 59-9019; Filed. Oct. 22, 1959; 

12:00 m.J 


a See Tariff Commission, F.R. Doc. 59-9021, 
infra. 


No. 208-7 










8611 


NOTICES 


TARIFF COMMISSION 

13-8] 

WOOLEN AND WORSTED FABRICS 

Articles Listed for Consideration in 

Proposed Trade-Agreement Rene¬ 
gotiations 

The Interdepartmental Committee on 
Trade Agreements 1 has issued public 
notice of the intention of this Govern¬ 
ment to renegotiate the tariff concessions 
granted by the United States in the Gen¬ 
eral Agreement on Tariffs and Trade on 
certain articles. On October 22, 1959. 
in accordance with section 3 of the Trade 
Agreements Extension Act of 1951, as 
amended, the President furnished to the 
United States Tariff Commission a list 
(hereinafter referred to as the “Presi¬ 
dent’s List”) of the articles to be con¬ 
sidered in the proposed renegotiations, 
and requested the Tariff Commission to 
make a “peril point” investigation and 
report with respect to each such article, 
as provided in said section 3 of the Trade 
Agreements Extension Act of 1951. The 
President’s List is attached to this 
notice.” 

Investigation instituted. Pursuant to 
said section 3 of the Trade Agreements 
Extension Act of 1951, the United States 
Tariff Commission has instituted an in¬ 
vestigation with respect to the articles 
included in the President’s List. 

Purpose of investigation. The purpose 
of the investigation is to obtain the facts 
necessary to enable the Tariff Commis¬ 
sion to formulate findings (known as 
“peril point” findings) for inclusion in 
a report to the President with respect 
to each article included in the Presi¬ 
dent’s List as to (1) the limit to which 
the modification of duties and other im¬ 
port restrictions, imposition of addi¬ 
tional import restrictions, or specific 
continuance of existing customs or ex¬ 
cise treatment may be extended in order 
to carry out the purpose of section 350 
of the Tariff Act of 1930, as amended 
(Trade Agreements Act), without caus¬ 
ing or threatening serious injury to the 
domestic industry producing like or di¬ 
rectly competitive articles, and (2) if 
increases in duties or additional import 
restrictions are required to avoid serious 
injury to the domestic industry produc¬ 
ing like or directly competitive articles, 
the minimum increases in duties or addi¬ 
tional import restrictions required. 

Public hearing. A public hearing in 
connection with this investigation will 
be held beginning at 10:00 a.m., e.s.t., on 
December 1, 1959, in the Hearing Room. 
Tariff Commission Building. Eighth and 
E Streets NW., Washington, D.C. In¬ 
terested parties desiring to appear and 
present oral testimony should notify the 
Secret a ry of the Commission in writing 
by November 20.1959. 

Written statements in lieu of appear¬ 
ance at hearing . Interested parties may 


* Sec Interdepartmental Committee on 
Trade Agreements. F.R. Doc. 59-9021, supra. 

• Filed as part of original document. 


present their information and views 
through the submission of written state¬ 
ments in lieu of appearances at the pub¬ 
lic hearing. Such statements must be 
under oath and will be given the same 
consideration as oral testimony pre¬ 
sented at the hearing, and, except for 
information submitted and accepted in 
confidence, will be made available for 
inspection by interested parties. Twen¬ 
ty copies of written statements shall be 
submitted, only one of which need be 
sworn to. Such statements should be 
submitted as early as possible, but not 
later than November 20,1959. 

Related hearings before the Committee 
for Reciprocity Information.* * Published 
concurrently with this notice is an an¬ 
nouncement by the Committee for Reci¬ 
procity Information regarding public 
hearings to be held by that Committee 
on the articles included in the President’s 
List, and on other matters, to begin on 
December 1, 1959. at 2:00 p.m., e.s.t., in 
the Hearing Room, Tariff Commission 
Building. Arrangements will be made 
to permit persons desiring to appear at 
both Tariff Commission and Committee 
for Reciprocity Information hearings to 
do so without conflict in scheduling, and, 
where possible, to present their testimony 
at both hearings on the same day. Oral 
testimony and written statements of in¬ 
terested parties received by the Tariff 
Commission in connection with this in¬ 
vestigation will be made available by the 
Tariff Commission to the Committee for 
Reciprocity Information. Accordingly, 
as stated in the Committee for Reciproc¬ 
ity Information notice, appearance be¬ 
fore the Committee for Reciprocity In¬ 
formation for the purpose of submitting 
the same information, although permis¬ 
sible, will not be necessary. 

Communications to be addressed to 
Secretary. All communications regard¬ 
ing the Tariff Commission investigation, 
including requests for appearance at the 
Tariff Commission hearings, should be 
addressed to the Secretary, United States 
Tariff Commission, Washington 25, D C. 
• • • • * 

Issued: October 22,1959. 

By direction of the United States 
Tariff Commission. 

[seal] Donn N. Bent, 

Secretary. 

[F.R. Doc. 59-9021; FUed. Oct. 22, 1959; 

12:00 m.J 


FEDERAL POWER COMMISSION 

[Docket No. G-196571 

ARKANSAS LOUISIANA GAS CO. 

Order Providing for Hearing and Sus¬ 
pending Proposed Revised Tariff 
Sheet and Notice of Change in Rate 
Schedule 

October 14, 1959. 

Arkansas Louisiana Gas Company 
(Arkansas Louisiana) on September 14, 


•Sec Committee for Reciprocity Informa¬ 
tion. F.R. Doc. 59-9019, supra . 


1959, tendered for filing Fifth Revised 
Sheet No. 108 to its FPC Gas Tariff 
Original Volume No. 2, comprising a 
portion of its Rate Schedule XFS-6, and 
a Notice of Change in Rate, Supplement 
No. 8 to its Rate Schedule XFS-2. The 
increases, proposed to become effective 
November 1, 1959, reflect an annual in¬ 
crease in rates of $13,176 over rates 
presently in effect subject to refund in 
Docket Nos. G-11294, G-13459. and 
G-16508 for sales of gas to Texas Eastern 
Transmission Corporation. The increases 
are based on periodic escalation clauses 
in the contracts. 

The above proposed changes in rates, 
charges, classifications, or services have 
not been shown to be justified and may 
be unjust, unreasonable, unduly dis¬ 
criminatory or preferential, or otherwise 
unlawful. 

The Commission finds: It is necessary 
and proper in the public interest, and 
to aid in the enforcement of the pro¬ 
visions of the Natural Gas Act. that 
the Commission enter upon a hearing 
concerning the lawfulness of the rate^, 
charges, classifications, and services con¬ 
tained in Arkansas Louisiana’s FPC Gas 
Tariff, Original Volume No. 2 as pro¬ 
posed to be amended by Fifth Revised 
Sheet No. 108 and Arkansas Louisianffs 
Notice of Change in Rate' Schedule 
XFS-2, designated as Supplement No. 8 
to Rate Schedule XFS-2, and that the 
above-designated tariff sheet and supple¬ 
ment, and the rates proposed therein be 
suspended and the use thereof deferred 
as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 
4 and 15 thereof, the Commission s rules 
of practice and procedure, and the regu¬ 
lations under the Natural Gas Act (18 
CFR Chapter I) a public hearing be 
held upon a date to be fixed by notice 
from the Secretary concerning the law¬ 
fulness of the rates, charges, classifi¬ 
cations. and services contained in Arkan¬ 
sas Louisiana's FPC Gas Tariff, Original 
Volume No. 2 as proposed to be amended 
by Fifth Revised Sheet No. 108 and 
Arkansas Louisiana’s Notice of Change 
in Rate Schedule XFS-2. designated as 
Supplement No. 8 to Rate Schedule 
XFS-2. 

(B> Pending such hearing, and deci¬ 
sion thereon. Supplement No. 8 to Hate 
Schedule XFS-2 and Fifth Revised Sheet 
No. 108 to Arkansas Louisiana’s FPC Gas 
Tariff Original Volume No. 2 are hereby 
suspended and the use thereof deferred 
until April 1, 1960, and until such fur¬ 
ther time as they may be made effective 
in the manner prescribed by the Natural 
Gas Act. 

(C) Interested State commissions may 
participate as provided by §3 1.8 and 
1.37(f) of the Commissio n’s r ules of 
practice and procedure (18 CFR 1.8 and 
1.37(f)), 

By the Commission. 

Joseph H. Gtjtride. 

Secretary. 

[F.R, Doc. 59-8938: Filed, Oct. 22. 1959; 

8:45 a.m.] 
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f Docket Nos. G-19658—0-19667] 

ATLANTIC REFINING CO. ET AL. 

Order for Hearing and Suspending 
Proposed Changes in Rates 1 

October 15, 1959. 

In the matters of The Atlantic Refin¬ 
ing Company (Operator), et al. Docket 
No. G-19658; The Atlantic Refining 
Company. Docket No. G-19659; Mag¬ 
nolia Petroleum Company, Docket No. 
G-19660; Magnolia Petroleum Company 
(Operator), et al.. Docket No. G-19661; 
Arkansas Fuel Oil Corporation, Docket 


No. G-19662; Arkansas Fuel Oil Corpora¬ 
tion (Operator), et al., Docket No. G- 
19663; Standard Oil Company of Texas 
(Operator), Docket No. G-19664; Tide¬ 
water Oil Company. Docket No. G- 
19665; Continental Oil Company (Op¬ 
erator). et al., Docket No. G-19666; The 
California Company (Operator), et al.. 
Docket No. G-19667. 

The above-named Respondents have 
tendered for filing proposed changes in 
presently effective rate schdules for 
sales of natural gas subject to the juris¬ 
diction of the Commission. The pro¬ 
posed changes are designated as follows; 


Pocket 

Respondent 

Rate 

Supple- 


Notice of 


Effec¬ 

Date sus¬ 

No. 

sebed- 

ment 

Purchaser 

change 

Tendered 

tive » 

pended 



ule No. 

No. 


dated— 


date 

until-- 

0-19058.. 

The Atlantic Re¬ 

151 

1 

Tennessee Gas 

9-9-59 

9-15-59 

11-1-59 

4-1-60 


fining Co. (oper¬ 



Transmission 



ator), ot al. 



Co. 





O-1P650.. 

The Atlantic Re¬ 

205 

1 

Kansas-Nebraska 

$-10-59 

9-15-59 

11-1-59 

4-1-00 

G-1W59.. 

fining Co. 



Natural Gas Co., 
Inc. 





.do. 

125 

2 

Tennessee Gas 

9-10-59 

9-15-59 

11-1-59 

4-1-60 

0-lW>59._ 



Transmission Co. 

.do.. 

7 

4 

. .do.. 

9-18-59 

9-21-59 

11-1-59 

11-1-59 

4-1-60 

4-1-60 

G-19000.. 

Magnolia Petro¬ 

152 

0 

Hassic Hunt Trust.. 

9-11 59 

9-15 69 

0-19060.. 

leum Co. 







.do. 

* 146 

7 

Shell Oil Co. 

9-11-59 

9-15-59 

11-1-59 

4-1-60 
4-1-GO 
4-1-60 
4-1-60 

0-1 woo.. 

.do. 

» 149 

8 

_do___ 

9-11-59 

9-15-50 

11-1-59 

11-1-59 

11-1-59 

0-1964)0.. 

.do. 

* 151 

7 

.do... 

9-11-59 

9-15 59 

0-19000.. 

.do.. .. 

* 82 

14 

Texas Eastern 

9-15-59 

9-10-59 



Transmission 

Corp. 







0-19001.. 

Magnolia Petro¬ 

150 

9 

Hassie Hunt Trust.. 

9-11-59 

9-15-59 

11-1-50 

4-1-60 

0-19662.. 

leum Co. (oper¬ 
ator), et. al. 








Arkansas Fuel Oil 

* 54 

« 

Texas Eastern Trans¬ 

9-17-59 

9-21-59 

11- 1-59 

4- 1-60 

0-19662.. 

Corp. 



mission Corp. 




_do. 

• 55 

6 

.._do_._... 

9-17-59 

9-21-59 

11- 1-59 

4- 1-60 
4- 1-60 

O-19003.. 

Arkansas Fuel Oil 

58 

2 

.....do. ............. 

• 9-17-59 

9-21-59 

11- 1-59 

Corp. (operator), 
et al. 



0-19G64.. 

Standard Oil Co. of 

•22 

6 

El Paso Natural 

Not dated 

9-21-59 

10-22-59 

3-22-60 

0-19065. . 

Texas (operator). 



Gas Co. 




Tidewater Oil Co... 

87 

2 

Texas Eastern 

9-15-59 

9-21-59 

11- 1-59 

4- 1-60 





Transmission 




0-194)65.. 

.do... 

9 

8 

Corp. 

Tennessee Gas 

9-18-59 

9-21-59 

11- 1-59 

4- 1-60 

0-190)6.. 



Transmission Co. 

Continental Oil Co. 

7 

6 

.do.... 

9-18-59 

9-21-59 

11- 1-59 

4- 1-60 

0-19667.. 

(operator), et al. 




The California Co. 

•i 

24 

Texas Eastern 

9-21-59 

9-24-59 

11- 1-59 

4- 1-6/ 


(operator), et al. 



Transmission 

Corp. 






* Tin stated effective dates are those requested by Respondents, or the first day after the expiration of statutory 
notio\ whichever is later. 

‘ Kate in effect subject to refund in Docket No. Q-16965 (also subject to orders in Docket Nos. 0-16426 and G- 

ImQ5). 

* lute in effect subject to refund in Docket No. G-1G620 (also subject to orders in Docket Nos. G-15T23 and G- 

11622 ). 

' h ite in effect subject to refund in Docket No. 0-166M (also subject to order in Docket No. 0-13377). 

* Hate in effect subject to refund in Docket No. G-13187. 

‘ H '• in effect subject to refund in Docket No. 0-16068 (also subject to orders in Docket Nos. G-15836, 0-13527, 
0-11329, and G-9513). 


In support of their proposed rate in¬ 
creases, Atlantic, Tidewater and Con¬ 
tinental submit price renegotiation 
letters from Tennessee Gas Transmission 
Company, cite the applicable contract 
Provision, and state that the contracts 
were negotiated at arm’s-length. Addi¬ 
tionally, Continental indicates that its 
Proposed rate is below the current area 
Price level. Tidewater states that the 
Proposed rate is just and reasonable, and 
Atlantic proposes the desirability of its 
pricing provisions in permitting lower 
initial rates. In its periodic increase 
sought from Kansas-Nebraska Natural 
Gas Company, Atlantic makes the same 
statements. 

Arkansas Fuel and Tidewater, in their 
sales to Texas Eastern Transmission Cor¬ 
poration, cite their periodic Increase pro- 


This order does not provide for the con¬ 
gelation for hearing or disposition of the 
®*Parately docketed matters covered herein, 
°r should it be so construed. 


visions and state that the contracts were 
negotiated at arm’s-length. Arkansas 
Fuel indicates that lower initial rates are 
permitted by its pricing provisions, and 
Tidewater recites that the rates it seeks 
are just and reasonable. 

Magnolia states that its proposed in¬ 
creases are provided by contracts nego¬ 
tiated at arm’s-length, that the law of 
supply and demand should govern nat¬ 
ural gas prices, and that Respondent’s 
cost of doing business has increased rap¬ 
idly. 

Standard Oil of Texas cites contract 
provisions upon which its proposed fav¬ 
ored-nation price rise is based, and sub¬ 
mits a notification letter from El Paso 
which indicates that the triggering in¬ 
creases are in effect subject to refund. El 
Paso has filed a formal protest of the 
rate, requesting rejection. 

The California Company states that 
its proposed rate w r as part of the con¬ 
sideration for its contract with Texas 
Eastern, and that such rate is less than 
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the market price for gas in the same gen¬ 
eral area. 

The increased rates and charges so 
proposed have not been shown to be 
justified, and may be unjust, unreason¬ 
able, unduly discriminatory, or preferen¬ 
tial or otherwise unlawful. 

The Commission finds; It is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Commis¬ 
sion enter upon hearings concerning the 
lawfulness of the several proposed 
changes and that the above-designated 
supplements be suspended and the use 
thereof deferred as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission’s rules of 
practice and procedure and the regula¬ 
tions under the Natural Gas Act (18 CFR 
Chapter I) public hearings be held upon 
dates to be fixed by notices from the 
Secretary concerning the lawfulness of 
the several proposed increased rates and 
charges contained in the above-desig¬ 
nated supplements. 

(B) Pending hearing and decision 
thereon, each of the aforementioned sup¬ 
plements is suspended and the use there¬ 
of deferred until the date specified In 
the above-designated “Rate Suspended 
Until” column and thereafter until such 
further time as it is made effective in the 
manner prescribed by the Natural Gas 
Act. 

(C) Neither the supplements hereby 
suspended, nor the rate schedules sought 
to be altered thereby, shall be changed 
until these proceedings have been dis¬ 
posed of or until the periods of suspen¬ 
sion have expired, unless otherwise or¬ 
dered by the Commission. 

(D) Interested State commissions may 
participate as provided by §§ 1.8 and 1.37 
(f) of the Commission’s rules of practice 
and procedure (18 CFR 1.8 and 1.37(f)). 

By the Commission. 

Joseph H. Gutride, 
Secretary . 

(F.R. Doc. 59-8939; Filed, Oct. 22, 1959; 

8:45 a.m.] 


(Docket Nos. G-19633—0-196471 

RUSSELL MAGUIRE ET AL. 

Order for Hearings and Suspending 
Proposed Changes in Rates 1 

October 15, 1959. 

In the matter of Russell Maguire. 
Docket No. G-19633; Russell Maguire 
(Operator), et al., Docket No. G-19634; 
Cities Service Production Company (Op¬ 
erator), et al., Docket No. G-19635; 
Cities Service Oil Company, Docket No. 
G-19636; Cities Service Oil Company 
(Operator), et al., Docket No. G-19637; 
Anderson-Prichard Oil Corporation 
(Operator), et al.. Docket No. G-19638; 
Arkansas Fuel Oil Corporation, Docket 
No. G-19639; Arkansas Fuel Oil Cor¬ 
poration (Operator), et al., Docket No. 
G-19640; Pan American Petroleum 
Corporation, Docket No. G-19641; Pan 
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NOTICES 


American Petroleum Corporation (Op¬ 
erator), et al.. Docket No. G-19642; 
Cliamplin Oil & Refining Company, (Op¬ 
erator), et al.. Docket No. G-19643; 
Anderson-Prichard Oil Corporation, 
Docket No. G-19644; F. A. Callery, Inc., 
et al., Docket No. G-19645; Tidewater 
Oil Company (Operator), et al., Docket 


No. 0-19646; Tidewater Oil Company, 
Docket No. G-19647. 

The above-named Respondents have 
tendered for filing proposed changes in 
presently effective rate schedules for 
sales of natural gas subject to the juris¬ 
diction of the Commission. The pro¬ 
posed changes are designated as follows: 


Transmission Corporation, also states 
that the pricing arrangement is common 
in long-term contracts for the sale of 
large volumes of gas in the area. Ar¬ 
kansas, for its gas sales to United Fuel 
Gas Company and Arkansas Operator, 
for its gas sales to Texas Eastern Trans¬ 
mission Company further state that the 
periodic price escalations are benefiieil 
to both buyer and seller in permitting 
initial deliveries at a low price dur 
the time buyer’s unamortized capital 
investment is high and enabling seller to 
receive progressively higher rates con¬ 
temporaneously with increases in costs. 

Anderson-Prichard Oil Corporation 
(Operator), et al., in support of its pro¬ 
posed favored-nation rate increase, 
quotes the contract favored-nation pro¬ 
visions. cites El Paso’s favored -nation 
notification letter, states that the in¬ 
creased rate is not excessive, is just and 
reasonable, and is not greater than the 
price being paid for other gas in the area. 
El Paso has protested the filing, and re¬ 
quested rejection of it. 

Pan American Petroleum Corporation 
and Pan Petroleum Corporation (Op¬ 
erator), et al., in support of their pro¬ 
posed periodic rate increases, state that 
the increases are a matter of contractual 
obligation arising from a contract 
entered into as a result of arm’s-len th 
bargaining, the proposed rate is an in¬ 
tegral part of the initial rate schedule, 
the price of gas is below the price of 
competing fuels considering intrinsic 
value, the cost of structural steel, tubular 
goods, labor, exploration and develop¬ 
ment, and drilling have steadily in¬ 
creased, and the proposed rate is in line 
with currently negotiated contract prices 
in the samg general area. 

Tidewater Oil Company and Tidewater 
Oil Company (Operator), et al. (herein¬ 
after jointly referred to as Tidewater), 
in support of their proposed periodic 
rate increases, cite arm’s-length bargain¬ 
ing. For gas sold to United Fuel Gas 
Company. Tidewater also asserts that 
the proposed rates are part of the initial 
rate schedules, and do not exceed the 
going price for gas in the area. For gas 
sold to Texas Eastern Transmission Cor¬ 
poration, Tidewater further states that 
the increased rates constitute an Integral 
part of the consideration upon which the 
contracts are based, and they are less 
than rates offered for similar gas in the 
same area. 

Champlin Oil & Refining Company 
(Operator), et al. (Champlin). in sup¬ 
port of its proposed periodic rate in¬ 
crease, states that its increased rate is 
provided by a contract negotiated w 
arm’s length, the periodic rate increases 
were provided for to offset increased 
costs during the term of the contract, 
and the increased rate constitutes an 
integral part of such contract. 

Anderson-Prichard Oil Corporation 
(Anderson) and F. A. Callery, Inc., et aL 
(Callery), in support of their proposed 
favored-nation rate increases, submit 
favored-nation notification letters from 
El Paso. Anderson also states that these 
increased rates are provided by contracts 
negotiated at arm’s length, and 
they entered into such contracts in an¬ 
ticipation that the entire schedule o 


Docket 

No. 

Resjtondcnt 

Rate 

sched¬ 

ule 

No. 

Sup¬ 

ple¬ 

ment 

No. 

Purchaser 

Notice of 
change 
dated — 

Date 

tendered 

Effective 
date i un¬ 
less sus- 
1 tended 

Date sus¬ 
pended 
until *— 

0-10633 

Russell Maguire —- 

1 

6 

Tennessee Gas Trans- 

9-16-59 

9-21-59 

10-22-59 

3-22-59 





mission Co. 





0-10631 

Russell Maguire 

2 

>6 

Texas Eastern 

9-18-59 

9-21-59 

11- 1-59 

4- 1-59 


(operator), et al. 

4 

M 

Transmission 

9-18-50 

9-21-59 

11- 1-59 

4— 1—59 

G-19635 . 

Cities Per vice Pro- 

1 

«11 

United Fuel Gas 

9-18-59 

9-21-59 

11- 1-59 

4- 1-59 


ductlon Co. (oper- 



Co. 





0-19636 . 

ator), et al. 

Clt ies Service Oil 

2 

• 10 

Texas Eastern 

9-18-59 

9-21-59 

11- 1-69 

4- 1-59 


Co. 

103 

»0 

Transmission Co. 

9-18-59 

9-21-59 

11- 1-59 

4- 1-59 

0-19637.. 

Cities Service Oil 

128 

1 

.do__ 

9-18-59 

9-21-59 

11- 1-59 

4- 1-59 


Co. (operator), ct 








0-19638 . 

al. 

Anderson-Prichard 

85 

•8 

El Paso Natural 

9-14-50 

9-18-59 

10-25-59 

3-25-59 


Oil Corp. (oper¬ 



Oas Co. 





0-19639.. 

ator), ct al. 
Arkansas Fuel Oil 

14 

110 

Texas Eastern 

9-17-59 

9-21-59 

11- 1-59 

4- 1-59 


Corp. 

62 

»0 

Transmission 

9-17-59 

9-21-59 

11- 1-59 

4- 1-59 



49 


Corp. 








•8 

United Fuel Gas Co. 

9-17-59 

9-21-59 

11- 1-59 

4- 1-59 

0-19640.. 

Arkansas Fuel Oil 

48 

»10 

Texas Eastern 

9-17-59 

9-21-59 

11- 1-59 

4- 1-59 


Corp. (operator), 

50 

•9 

Transmission 

9-17-59 

9-21-59 

11- 1-59 

4- 1-59 


et al. 

53 

•7 

Corp. 

9-17-59 

9-21-59 

11- 1-59 

4- 1-59 

G-19641- . 

Pan American 

78 

ion 

United Fuel Gas 

9-14-59 

9-17-59 

11-1-59 

4-1-59 


Petroleum Corp. 

88 

»»11 

Co. 

H. L. Hunt-. 

9-17-59 

9-21-59 

11-1-50 

4-1-50 

0-19042.. 

Pan American 

174 

«i 13 

United Fuel Oas 

9-14-59 

9-17-59 

11-1-59 

4-1-51 


Petroleum Corp. 

190 

«»8 

Co. 

9-14-59 

9-17-59 

11-1-59 

4-1-59 

0-19643. . 

(operator), et at. 
Champlin Oil* 

27 

u o 

Texas Eastern 

9-16-59 

9-18-59 

11-1-59 

4-1-59 


Refining Co. 



Transmission 





0-19644.. 

(operator), et al. 
Anderson-Prichard 

1 

»7 

Corp. 

El Paso Natural 

9-14-59 

9-18-53 

10-25-59 

3-25-59 


Oil Corp. 

72 

1*2 

Gas Co. 

9-14-53 

2-18-59 

10-25-59 

3-25-53 



73 

i« 2 

.do. 

9-14-69 

9-18-59 

10-25-59 

3-25-59 

0-10015.. 

F. A. Callery, Inc., 

8 

o 

.do... 

9-18-59 

9-21-59 

10-22-59 

3-22-59 

0-19046. . 

ct al. 

Tidewater Oil Co. 

25 

« 7 

United Fuel Gas 

0-15-59 

9-21-59 

11-1-59 

4-1-59 


(operator), et ul. 

GO 

li 5 

Co. 

9-15-59 

9-21-59 

11-1-59 

4-1-59 



67 

17 6 

Texas Eastern 

9-15-59 

9-21-59 

11-1-59 

4-1-53 





Transmission 









Corp. 





0-19047.. 

Tidewater Oil Co.._ 

24 

i» 11 

United Fuel Gas 

9-15-59 

9-21-59 

U-l-59 

4-1-59 



04 

**4 

V/O. 

Texas Eastern 

9-15-59 

9-21-59 

ll-t-59 

4-1-59 





Transmission 









Corp. 






i The stated effective dates are those requested by Respondents, or the first day after the expiration of statutory 

” Aiid'unt ii s'ueh further time as each Is made effective in the manner itrescrlbed by the Natural Oas Act. 

• Kate effective subject to refund In Docket No. G-17603. 

• Kate effective subject to refund in Docket No. 0-16487. 

i Kate effective subject to refund in Docket No. G-10652. 

• Rate effective subject to refund in Docket No. 0-165595. 

? Rate effective subject to refund in Docket No. 0-10654. 

• Rale effective subject to refund in Docket No. 0-16517. 

• Kale effective subject to refund In Docket No. 0-16663. 

i# Rato effective subject to refund in Docket No. 0-16515. 

it Rate effective subject to refund in Docket No. 0-17058. 

» Rate effective subject to refund in Docket No. 0-16516. 

ti Kate effective subject to refund in Docket No. O-1S095. 

it Kate effective subject to refund in Docket No. 0-14044. 

i* Rate effective subject to refund in Docket No. 0-13987. 

u Kate effective subject to refund in Docket No. G-16594. 

it Rato effective subject to refund in Docket No, G-1G620. 

ii Rate* effective subject to refund in Docket No. 0-16503. 

i» Kate effective subject to refund in Docket No. G-1G627. 


Russell Maguire, in support of its pro¬ 
posed redetermined rate increase, and 
Russell Maguire (Operator), et al, in 
support of its proposed periodic increase, 
state the contracts were arrived at 
through arm’s length bargaining and 
production costs have increased. 

Cities Service Oil Company, in support 
of its proposed periodic rate increases, 
states that its increases are of fixed 
amount and in accordance with the con¬ 
tract provisions, and the increased rates 
are not unreasonable and are below the 
present market value and going price of 
gas in the area. 

Cities Service Production Company 
(Operator), et al. (Cities Service), in 
support of its proposed periodic rate 


increase, states that the increased price 
is provided by the contract which was 
negotiated at arm’s length, and it would 
be unfair to deny seller such higher price 
during the later life of the contract after 
earlier deliveries had been made at a 
lower rate. Cities Service also states 
that the increased price is not unreason¬ 
able and is less than the market value 
and going price of gas in the area. 

Arkansas Fuel Oil Corporation (Ar¬ 
kansas) and Arkansas Fuel Oil Corpora¬ 
tion (Operator), et al. (Arkansas 
Operator), in support of their proposed 
periodic rate increases, cite the contract 
provisions and state that the contracts 
were negotiated at arm’s length. Ar¬ 
kansas, for its gas sales to Texas Eastern 
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prices contained therein would be effec- 
' tive. Callery also cites the favored- 
nation provisions of its contract, but 
presents no other supporting statement. 
El Paso has protested each of the filings, 
and requested rejection of them. 

The Increased rates and charges so 
proposed have not been shown to be 
Justified, and may be unjust, unreason¬ 
able, unduly discriminatory, or preferen¬ 
tial. or otherwise unlawful. 

The Commission finds: It is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Commis¬ 
sion enter upon hearings concerning the 
lawfulness of the several proposed 
i changes and that the above-designated 
supplements be suspended and the use 
thereof deferred as hereinafter ordered. 
The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission's rules 
of practice and procedure, and the regu¬ 
lations under the Natural Gas Act <18 
CFR Chapter I) public hearings shall be 
held upon dates to be fixed by notices 
from the Secretary concerning the law¬ 
fulness of the several proposed increased 
rates and charges contained hi the 
above-designated supplements. 

<B' Pending hearings and decisions 
thereon, Supplement No. 5 to Russell 
Maguire's FPC Gas Rat^ Schedule No. 1 
and Supplement No. 2 to Callery’s PPC 
Gas Rate Schedule No. 8 are hereby sus¬ 
pended and the use thereof deferred 
until March 22, 1959; Supplement No. 8 
to Anderson-Prichard Oil Corporation 
(Operator) , et al.’s FPC Gas Rate Sched¬ 
ule No. 85 and Supplement Nos. 7, 2 and 
2to Anderson-Prichard Oil Corporation’s 
FPC Gas Rate Schedule Nos. 1, 72, and 
'3, respectively, are hereby suspended 
and the use thereof deferred until March 
25. 1959; Supplement Nos. 6 and 4 to 
Russell Maguire (Operator), et al.'s FPC 
Gas Rate Schedule Nos. 2 and 4, respec¬ 
tively, Supplement No. 11 to Cities Serv¬ 
ice Production Company (Operator), et 
a’s FPC Gas Rate Schedule No. 1, Sup¬ 
plement Nos. 10 and 6 to Cities Service 
Oil Company’s FPC Gas Rate Schedule 
JJos. 2 and 103, respectively, Supplement 
1 to Cities Service Oil Company 
'Operator) , et al.’s FPC Gas Rate Sched¬ 
ule No. 128, Supplement Nos. 10, 8, and 
Arkansas Fuel Oil Corporation's 
FPC Gas Rate Schedule Nos. 14, 49, and 
respectively, Supplement Nos. 10, 9, 

7 to Arkansas Fuel Oil Corporation 
operator) , et al.’s FPC Gas Rate Sched- 
} e Nos - 48, 50, and 53, respectively, Sup- 
cnient Nos. 11 and 11 to Pan American 
^troloum Corporation’s FPC Gas Rate 
schedule Nos. 78 and 88, respectively, 
Pplement Nos. 13 and 8 to Pan Ameri- 
Petroleum Corporation (Operator), 
an i ¥FC Gas Rate Schedule Nos. 174 
190, respectively. Supplement No. 2 
(r\5^ amplin 0il & Refining Company 
^Perator) # e t al.'s FPC Gas Rate Sched- 
£ 27, Supplement Nos. 7, 6, and 5 

ndewater Oil Company (Operator), 
ai. s fpc Gas Rate Schedule Nos. 25, 
xt‘^ 60, respectively, and Supplement 
and 4 to Tidewater Oil Com- 
nys fpc Gas Rate Schedule Nos. 24 
a 64, respectively, are hereby sus¬ 




pended and the use thereof deferred until 
April 1, 1959; each of the aforementioned 
supplements shall remain suspended 
until such further time as they are made 
effective in the manner prescribed by the 
Natural Gas Act. 

(C) Neither the supplements hereby 
suspended, nor the rate schedules sought 
to be altered thereby shall be changed 
until the respective proceeding has been 
disposed of or until the related period of 
suspension has expired, unless otherwise 
ordered by the Commission. 

(D) Interested State commissions 
may participate as provided by §§1.8 
and 1.37(f) of the Commission’s rules 
of practice and procedure (18 CFR 1.8 
and 1.37(f)). 

Dy the Commission. 

Joseph H. Gutride, 
Secretary. 

IF.R. Doc. 59-8940; Filed, Oct. 22. 1959; 

8:45 a.m.] 


[Docket Nos. G-17804, G-17816J 

CALVERT DRILLING, INC., ET AL. 

Notice of Applications and Date of 
Hearing 

October 19,1959. 

In the matters of Calvert Drilling, Inc., 
et al., Docket No. G-17804; An-Son Pe¬ 
troleum Corporation, Docket No. G- 
17816. 

Take notice that on February 9, 1959, 
Calvert Drilling, Inc., et al., 1 (Calvert) In 
Docket No. G-17804, and on February 11, 
1959, An-Son Petroleum Corporation 
(An-SonKin Docket No. G-17816, filed 
applications pursuant to Section 7 of 
the Natural Gas Act as follows: 

(1) An-Son, in Docket No. G-17816. 
for. permission and approval to abandon 
natural gas service to Colorado Inter¬ 
state Gas Company (Colorado) from cer¬ 
tain units in the Laverne Field, Harper 
Comity, Oklahoma, covered by a gas sales 
contract dated October 31, 1957, now on 
file as Calvert Drilling, Inc. (Operator), 
et al., FFC Gas Rate Schedule No. 4. 

(2) Calvert, et al., in Docket No. G- 
17804, for authority to continue the serv¬ 
ices proposed to be abandoned by An-Son 
in said Docket No. G-17816. 

By instrument of assignment dated 
May 1, 1958, An-Son conveyed to Calvert 
the leases, among others, dedicated to 
the above-mentioned contract, which in¬ 
strument is on file as Supplement No. 1 
to the aforesaid Calvert Drilling, Inc. 
(Operator), et al., FPC Gas Rate Sched¬ 
ule No. 4. 

Calvert proposes to continue the sub¬ 
ject service to Colorado under the terms 
of the original contract. 

These related matters should be heard 
on a consolidated record and disposed of 


1 Calvert is filing for itself and on behalf of 

the following working interest owners: Rid¬ 

dell Petroleum Corporation. Westland Oil 
Development Corporation. John P. Riddell, 

Josephine Freede, H. J. Freede, and W. J. 
Holliday, each of whom are signatory to the 
basic contract and were covered by An-Son's 
original certificate authorization issued June 
2, 1958, In Docket No. G-13856. 


as promptly as possible under the appli¬ 
cable rules and regulations and to that 
end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on Novem¬ 
ber 24, 1959, at 9:30 a.m., e.s.t., in a 
Hearing Room of the Federal Power 
Commission, 441 G Street NW., Wash¬ 
ington, D.C., concerning the matters in¬ 
volved in and the issues presented by 
such applications: Provided , hcncever. 
That the Commission may. after a non- 
con tested hearing, dispose of the pro¬ 
ceedings pursuant to the provisions of 
§ 1.30(c) (1) or (2) of the Commission’s 
rules of practice and procedure. Under 
the procedure herein provided for, unless 
otherwise advised, it will be unnecessary 
for Applicants to appear or be repre¬ 
sented at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before Novem¬ 
ber 13, 1959. Failure of any party to 
appear at and participate in the hearing 
shall be construed as waiver of and con¬ 
currence in omission herein of the inter¬ 
mediate decision procedure in cases 
where a request therefor is made. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 59-8955; Filed. Oct. 22, 1959; 

8:47 ajn.J 


[Docket No. 18258 etc.J 

CATHERINE VAN DOREN ET AL. 

Notice of Applications and Date of 
Hearing 

October 19. 1959. 

In the matters of Catherine Van 
Doren, 1 * Docket No. G-18258; Sun Oil 
Company, Docket No. G-18541; Lancas¬ 
ter Oil & Gas Company, Docket No. G- 
18579: Skelly Oil Company, Docket No. 
G-18584; Refugio Enterprises, Inc., Op¬ 
erator, et al..* Docket No. G-18595; 
Union Oil Company of California, et al.,* 
Docket No. G-18663; Fred Whitaker, Op¬ 
erator, et al., 4 Docket No. G-18683; R. L. 
Chance, Sr., Docket No. G-18760. 

Take notice that each of the above 
Applicants has filed an application for a 
certificate of public convenience and 
necessity, pursuant to section 7 of the 
Natural Gas Act, authorizing each to 
render service as hereinafter described, 
subject to the jurisdiction of the Com¬ 
mission, all as more fully represented in 
the respective applications, and any 
amendments thereto, which are on file 
with the Commission and open to public 
inspection. 

The respective Applicants produce and 
propose to sell natural gas for transpor¬ 
tation in interstate commerce for resale 
as indicated below: 


See footnotes at end ot document. 
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NOTICES 


Docket No. t Field and Location, and Purchaser 

G-18258; Hugoton Field, Finney County. 
Kans.; Northern Natural Oaa Co. 

G-18541; Southeast Boyd Field, Beaver 
County. Okla.; Natural Gas Pipeline Co. of 
America. 

G-18579; Washington District, Calhoun 
County. W. Va.; Hope Natural Gas Co. 

G-18584; Wll Field. Edwards County, 
Kans.; Panhandle Eastern Pipe Line Co. 

G-18595; Mission River Field, Refugio 
County. Tex.; AGSCO Minerals Corp. 

G-18663; Southeast Boyd Area, Beaver 
County, Okla.; Natural Gas Pipeline Co. of 
America. 

G-18683; Carthage and Bethany Fields, 
Banola County, Tex.; Texas Gas Transmis¬ 
sion Corp. 

G-18760; North New Taiton Area. Wharton 
County, Tex.; Tennessee Gas Transmission 
Co. 

These related matters should be heard 
on a consolidated record and disposed of 
as promptly as possible under the ap¬ 
plicable rules and regulations and to 
that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act, and the 
Commission's rules of practice and pro¬ 
cedure, a hearing will be held on Novem¬ 
ber 30, 1959 at 9:30 a.m., e.s.t., in a 
Hearing Room of the Federal Power 
Commission, 441 G Street NW., Wash¬ 
ington, D.C., concerning the matters 
involved in and the issues presented by 
such applications: Provided , however t 
That the Commission may, after a non- 
contested hearing, dispose of the pro¬ 
ceedings pursuant to the provisions of 
§ 1.30(c) (1) or (2) of the Commission's 
rules or practice and procedure. Under 
the procedure herein provided for, un¬ 
less otherwise advised, it will be unnec¬ 
essary for Applicants to appear or be 
represented at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25, D.C., in ac¬ 
cordance with the r ules of practice and 
procedure (18 CFR 1.8 or 1.10) on or 
before November 13. 1959. Failure of 
any party to appear at and participate 
in the hearing shall be construed as 
waiver of and concurrence in omission 
herein of the intermediate decision pro¬ 
cedure in cases where a request therefor 
is made. 

Joseph H. Gutride. 

Secretary. 

1 Catherine Van Doren, nonoperator, is fil¬ 
ing for her Interest the subject acreage, pro¬ 
duction from which Is proposed to be sold 
pursuant to a ratification agreement signed 
by E. 8. Vtllines. Seller, and Northern Nat¬ 
ural. Buyer, dated April 24, 1958. of a basic 
gas sales contract dated October 14. 1957. 
as amended, between Nathan Appleman. et 
al.. Seller, and Northern Natural. Buyer. 
Applicant acquired her Interest in the sub¬ 
ject acreage by instrument of assignment 
dated May 12. 1958, from E. S. Vllllnes and 
has become a signatory party to the basic 
gas sales contract to the extent of said 
assignment. 

* Refugio Enterprises, Inc., Operator. Mor¬ 
gan Minerals Company, and D. H. Geiser are 
filing Jointly and are all signatory seller par¬ 
ties to the subject letter agreement. 

•Union OH Company of California is fil¬ 
ing for itself and as agent for the following 


co-owners: Investors Royalty Company, Inc., 
and R. H. HoUand. Application covers three 
separate basic gas sales contracts each dated 
March 20, 1959. Each of the above-named 
parties is the sole signatory seller party to 
its own gas sales contract with Buyer. 

‘Fred Whitaker, Operator, is filing for 
himself and on behalf of the following non- 
operators: David G. Baird, B. L. & H. DrilUng 
Company, H. J. Campbell, Cummings Diesel 
Sales of Colorado, Fort Worth Pipe & Supply 
Company, William A. Hanlon. Maurice Kood- 
ish, Trustee, Sadie Koodish, Fredrick Rauh, 
Mrs. Max Rittenbaum, D. A. Thomas, Valley 
Steel Products Company. William II. Wright, 
Saxon Harris, Glen Johnson and J. M. Lyle. 
Fred Whitaker and Glen R. Johnson are 
signatory seller parties to the subject gas 
sales contract, and the remaining above- 
named parties are also signatory seller par¬ 
ties to the contract through the signature 
of Fred Whitaker who has signed the con¬ 
tract as Attorney-in-Fact for said parties. 

(F.R. Doc. 59-8956; Filed, Oct. 22, 1959; 

8:47 a.m.J 


[Project 2199J 

PUBLIC UTILITY DISTRICT NO. 1 OF 
SKAMANIA COUNTY, WASH. 

Notice of Application for License 

October 19, 1959. 

Public notice is hereby given that 
Public Utility District No. 1 of Skamania 
County, Washington, of Stevenson, 
Washington, has filed application under 
the Federal Power Act (16 U.S.C. 791a- 
825r) for a license for proposed water¬ 
power Project No. 2199, to be known as 
the Little White Salmon River Hydro¬ 
electric Project and located on the Little 
White Salmon River and Rock Creek 
in Skamania County, Washington, near 
Willard and White Salmon, and to con¬ 
sist of intake works on the Little White 
Salmon River at approximately river 
mile 4.5; a covered conduit to a canal 
forebay discharging into a 11,200-foot 
long lined canal (No. 1) to a regulating 
reservoir on Rock Creek; an earth-fill 
dam with spillway across Rock Creek 
with 155 acre-feet of usable storage; a 
canal (No. 2) and dyke section about 
8,400 ffeet long from the reservoir to the 
main tunnel adding about 45 acre-feet 
to the usable pondage; a concrete lined 
tunnel 8.6 feet in diameter and approxi¬ 
mately 5,160 feet long from the terminus 
of Canal No. 2 to a surge tank; a vari¬ 
able-size concrete and steel lined tunnel 
about 2,480 feet long from the surge tank 
to the powerhouse; a powerhouse at 
river mile 0.25 on the Little White Sal¬ 
mon River, containing one 49,200-horse¬ 
power turbine directly connected to a 
30.600-kilowatt generator; a 500-horse¬ 
power pump station at the United States 
Fish and Wildlife Service Willard Hatch¬ 
ery about 4,000 feet downstream from 
the intake works, which will return 15 
cfs under approximately 200 feet head to 
the canal (No. 1); and about 18 miles of 
115-kv transmission line from the power¬ 
house to North Bonneville. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25, D.C., in accord¬ 
ance w r ith the rules of practice and 
procedure of the Commission (18 CFR 


1.8 or 1.10). The last date upon which 
protests or petitions may be filed is 
November 30, 1959. The application is 
on file with the Commission for public 
inspection. 

Joseph H. Gutride, 
Secretary. 

[Fit. Doc. 59-8957; FJled, Oct. 22, 1959; 
8:48 a.m.J 


(Docket No. G-184601 

TENNESSEE GAS TRANSMISSION CO. 

Notice of Application and Date of 
Hearing 

October 19, 1959. 

Take notice that Tennessee Gas Trans¬ 
mission Company (Applicant), a Dela¬ 
ware corporation with its principal place 
of business in Houston, Texas, filed, on 
May 5, 1959, an application for a certifi¬ 
cate of public convenience and necessity, 
pursuant to section 7 of the Natural Gas 
Act, authorizing the Applicant to sell 
natural gas from the Blanco State Unit 
n in the Aztec (Mesa Verde) Field, of 
San Juan County, New Mexico, to El 
Paso Natural Gas Company, which wifi 
transport the gas comingled with other 
gas to points outside of New Mexico 
where it will be sold for resale for ulti¬ 
mate public consumption. 

The proposed sale of gas by Applicant 
as above stated will be made In accord¬ 
ance with the terms of a contract filed 
with the Commission on April 10, 1959 
and designated as Tennessee Gas Trans¬ 
mission Company’s Rate Schedule F-46. 
Provision is made for the payment by 
El Paso for the hydrocarbons extracted 
from gas produced by Applicant in addi¬ 
tion to the price for the gas residue. 

This matter is one that should be dis¬ 
posed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on Novem¬ 
ber 23, 1959, at 9:30 a.m., e.s.t., in a 
hearing room of the Federal Power Com¬ 
mission, 441 G Street NW.. Washington. 
D.C., concerning the matters involved in 
and the issues presented by such applica¬ 
tion: Provided, however , That the Com¬ 
mission may, after a non-contested hear¬ 
ing, dispose of the proceedings pursuant 
to the provisions of § 1.30(c) (1) or <2> 
of the Commission’s rules of practice 
and procedure. Under the procedure 
herein provided for, unless otherwise 
advised, it will be unnecessary for Ap¬ 
plicant to appear or be represented at 
the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accordimee 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before No¬ 
vember 9, 1959. Failure of any P& rt T 
to appear at and participate in the hear¬ 
ing shall be construed as waiver of 
concurrence in omission herein of in 
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Intermediate decision procedure in cases 
where a request therefor is made. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 50-8958; Filed, Oct. 22, 1950; 
8:48 a.m.J 


[Project ^2591 

PORTLAND GENERAL ELECTRIC CO., 
ROUND BUTTE POWER PROJECT 


Notice of Land Withdrawal, Oregon 

October 19, 1959. 

Conformable to the provisions of sec¬ 
tion 24 of the Act of June 10, 1920, as 
amended, notice is hereby given that the 
land hereinafter described, insofar as 
title thereto remains in the United States 
is included in power project No. 2259 
for which completed application for li¬ 
cense (Major) was filed March 19, 1959. 
Under said section 24 all lands of the 
United States lying within the bound¬ 
aries of the project, as delimited upon 
the maps filed in support thereof, are 
from said date of filing reserved from 
entry, location or other disposal under 
the laws of the United States until other¬ 
wise directed by the Commission or by 
Congress. 

Willamette Meridian 


T. 11 8..R.11E., 

Sec. 18: Lots 7. 8. 9.10.11.12; 

Sec. 19: Lots 7, 8. SE*/ 4 SE»4; 

Sec. 20: Lots 3. 4. 5; 

Sac.21: NEV4SEV4. S>4S&; • 

Sec. 22: NWftSW«4, Sy 2 S'A: 

Sec. 23: SW148W&; 

Sec. 25: Lots 2. 3, 4, 5. 6, 7. 8. 9. S»^NEV4. 
Ny 2 NW*4, SE»/ 4 NW V 4 , SHSWi/4. SE'/ 4 

SEy 4 ; 

Sec. 26: Lots 5. 6. 7, 8. Ni/ 2 NE»4, NE^NWV4: 
Sec. 27: Lots 3, 4, 5, 6, 7, Sy 2 NEV4, NE»4 
SE‘4; 


Sec. 28: Lots 1. 2. 3. 4. 5. 8, 9. 10, 11, 12, 13, 
SW y 4 NE »/ 4 . SE i/ 4 NW y 4 ; 

Sec. 29: Lots 5, 6, 7, 8, 9, 10. E^NE>4 
EV,SWi/ 4 . 

T. 11 S., R. 12 E.. 

Sec. 21: SEy 4 SEi4: 

Sec. 22: Lots 1, 2. 3. 4. 5. 6. 7, 8, 9, SE»/ 4 NWVi 
NE % SE 14, S W14 SE *4; 

Sec, 23: SW»4 NW14; 

Sec. 26 : SW y 4 NW y 4 . W V 2 SW *4; 

Sec. 27: Lots 2, 3, 4. 5, 6, W»4NE»4, NE*4 
NW»4, S*/ 2 NW*4, W»4SE»4; 

Sec. 28: Lots 1, 2, 3. 4. 5. 6. 7, 8, N W % NE \\, 

N ; ,Nwy 4 . sw 14 nw 14. swy 4 swy 4 . nw »/ 4 

SE4; 

Sec 29: Lots 1. 2, 3. 4, 5, 6. 7, 8. SE4NE4, 
N * 2 SW V*. N W *4 SE \\; 

Sec 30: Lots 1. 2, 3. 4, 5. 6. 7, 8, 9. 10. 12, 
S 1 2 NE>4, SE‘4NW»4, SE‘4SW»4, SW»4 

SE»4; 

Sec. 32: N^NVi; 

Sec. 34: Lots 1, 2, 3, 4, SW*4NE4, SE’4 

SW14, W14SE14; 

Sec 35: wy a . 

T -12 S., R. 12 E., 

Sec. 2: Lots 3. 4. 5. 7, 8, 9.10; 

3: Lots 1, 2, 3. 5. 6, 7, 8, 9, 10, SW>4 
W»/ 2 SE»4; 

See 9: E*/ 2 SE»4; 

10: Lots 1, 2, 3, 4, E«/ 2 Lot 5, Lots 6 
8.9.11,12,13.14; 

U: W»4NW*4. west of Crooked River, 

N’' swy 4 . swy 4 swy 4 ; 

See. 14.-W14; 
fee. 15: Lots 3. 4, 5; 

16: NEy 4 NE>4; 


Sec. 21: W14NE4. Ey.NW‘4. E l / 2 SW4. 
SW4SW»4, NWy 4 SE>4; 

Sec. 22: Lot 8; 

Sec. 23: NWft, N»/ 2 SW»4; 

Sec. 27: Lots 1, 2. 5. 6, 7, 9, 10, 11, 12. 13, 
14, NW *4 SW V 4 : 

Sec. 28: W&NWft. S^SE»4: 

Sec. 29: E&NS’A. SW>/ 4 NE»4. N^SE'A- 

The area reserved pursuant to the fil¬ 
ing of this application is approximately 
8,815.91 acres of which approximately 
2.757.69 acres are within the Warm 
Springs Indian Reservation, and 386.87 
acres are within the Deschutes National 
Forest. Of the total project area ap¬ 
proximately 5,082.80 acres have been 
withdrawn for the Central Oregon Land 
Utilization Project No. 2, of which ap¬ 
proximately 600.25 acres are acquired 
lands. Some 340.35 acres are under 
Reclamation 1st. form withdrawal, (De¬ 
schutes Project). 

A major part of the project area, ap¬ 
proximately 7,632.96 acres, have been 
heretofore reserved for power purposes 
under Power Site Reserves Nos. 26, 63, 
66, 480, Indian Power Site Reserve No. 
2 and Power Projects Nos. 57, 484, 1447, 
2030 or 2092. 

Copies of project maps. Exhibits "j” 
sheet 1 (F.P.C. No. 2259-3) and “K” 
sheets 1 to 15 inclusive, (F.P.C. Nos. 
2259-5 to 19 inclusive) filed in connec¬ 
tion with this application have been 
transmitted to the Bureau of Land Man¬ 
agement. Geological Survey, Forest Serv¬ 
ice, Bureau of Reclamation, and Bureau 
of Indian Affairs. 

Joseph H. Gutride, 

Secretary. 

[F.R. Doc. 59-8959; Filed, Oct. 22, 1959; 

8:48 a.m.l 


GENERAL SERVICES ADMINIS¬ 
TRATION 

[Delegation of Authority 370[ 

SECRETARY OF DEFENSE 

Authority To Represent Interests of 

Federal Government in Atlanta Gas 

Light Co. Rate Increase 

1. Pursuant to the provisions of sec¬ 
tions 201(a)(4) and 205 (d) and (e) of 
the Federal Property* apd Administra¬ 
tive Services Act of 194$ 63 Stat. 377, as 
amended, authority to represent the in¬ 
terest of the executive agencies of the 
Federal Government in the matter 6f 
Atlanta Gas Light Company Rate In¬ 
crease, Docket No. 1480-U. File 19367, 
before the Georgia Public Service Com¬ 
mission. is hereby delegated to the Secre¬ 
tary of Defense. 

2. The Secretary of Defense is hereby 
authorized to redelegate any of the au¬ 
thority contained herein to any officer, 
official or employee of the Department 
of Defense. 

3. The authority conferred herein 
shall be exercised in accordance with the 
policies, procedures and controls pre¬ 
scribed by the General Services Admin¬ 


istration, and shall further be exercised 
in cooperation with the responsible offi¬ 
cers. officials and employees of General 
Services Administration. 

4. This delegation of authority shall be 
effective October 7, 1959. 

Franklin Floete, 
Administrator . 

October 16, 1959. 

[F.R. Doc. 59-8941; Filed, Oct. 22, 1959; 
8:45 a.m. J 


SECURITIES AND EXCHANGE 
COMMISSION 

[File No. 812-1180] 

ATLAS CORP. ET AL. 

Order of Exemption 

October 19,1959. 

In the matter of Atlas Corporation, The 
Hidden Splendor Mining Company, Lis¬ 
bon Uranium Corporation, Rio De Oro 
Uranium Mines, Inc., Radium King 
Mines, Inc., Mountain Mesa Uranium 
Corporation; File No. 812-1180. 

Atlas Corporation, a closed-end man¬ 
agement investment company, registered 
under the Investment Company Act of 
1940 and The Hidden Splendor Mining 
Company, Lisbon Uranium Corporation, 
Rio De Oro Uranium Mines, Inc., and 
Radium King Mines, Inc., direct or in¬ 
direct affiliated persons of Atlas Corpora¬ 
tion, having filed a joint application and 
amendments thereto pursuant to section 
17(b) of said Act for an order exempting 
from the provisions of said Act certain 
transactions among said affiliated per¬ 
sons incident to a merger of said affili¬ 
ated persons and Mountain Mesa Uran¬ 
ium Corporation; 

A public hearing having been held on 
said joint application after appropriate 
notice, the Commission having examined 
the record and having this day issued its 
findings and opinion in the matter; on 
the basis of such findings and opinion: 

It is ordered , That the transactions 
among affiliated persons of Atlas Corpo¬ 
ration incident to the merger of The 
Hidden Splendor Mining Company, Lis¬ 
bon Uranium Corporation, Rio De Oro 
Uranium Mines, Inc., Radium King 
Mines, Inc., and Mountain Mesa Uranium 
Corporation, as set forth in said findings 
and opinion, be, and the same hereby are, 
exempted from the provisions of section 
17(a) of said Act, pursuant to the pro¬ 
visions of section 17(b) of said Act, ef¬ 
fective forthwith, provided, however, 
that the participation of the holders of 
stock of Lisbon Uranium Corporation 
shall not be reduced through the pay¬ 
ment of dividends on such stock subse¬ 
quent to the date of tjxis order and prior 
to the effective date of the merger. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 59-8949; Filed, Oct. 22, 1959; 

8:47 a.m.| 
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NOTICES 


DEPARTMENT OF LABOR 

Wage and Hour Division 

LEARNER EMPLOYMENT 
CERTIFICATES 

Issuance to Various Industries 

Notice is hereby given that pursuant to 
section 14 of the Fair Labor Standards 
Act of 1938 (52 Stat. 1060, as amended, 
29 U.S.C. 201 et seq.), the regulations on 
employment of learners (29 CFR Part 
522), Administrative Order No. 485 (23 
F.R. 200) and Administrative Order No. 
507 (23 P.R. 2720), the firms listed in 
this notice have been issued special cer¬ 
tificates authorizing the employment of 
learners at hourly wage rates lower than 
the minimum wage rates otherwise ap¬ 
plicable under section 6 of the Act. The 
effective and expiration dates, occupa¬ 
tions, wage rates, number or proportion 
of learners, learning periods, and the 
principal product manufactured by the 
employer for certificates issued under 
general learner regulations (§§ 522.1 to 
522.11) are as indicated below. Condi¬ 
tions provided in certificates issued under 
special industry regulations are as estab¬ 
lished in these regulations. 

Apparel Industry Learner Regulations 
(29 CFR 522.1 to 522.11, as amended, and 
29 CFR 522.20 to 522.24, as amended). 

The following learner certificates were 
issued authorizing the employment of 10 
percent of the total number of factory 
production workers for normal labor 
turnover purposes. The effective and 
expiration dates are indicated. 

Adamsvllle Garment Co., Inc., Adamsville, 
Tenn.; effective 10-9-59 to 10-8-60 (men’s 
and boys' sport and dress shirts). 

Blue Bell, Inc., Arab. Ala.: effective 10-17- 
59 to 10-16-60 (men*8 and boys’ denim 
dungarees). 

Blue Bell, Inc., Tishomingo County. Bel¬ 
mont. Miss.: effective 10-13-59 to 10-12-60 
(girls’ and misses’ shorts and slacks; boys’ 
and men’s trousers). 

Blue BcU, Inc., Oneonta, Ala.; effective 
10-17-59 to 10-16-60 (men’s and boys’ denim 
bib overalls. coveraUs). 

Crystal Springs Shirt Corp., Crystal 
Springs, Miss.; effective 10-21-59 to 10-20-60 
(boys’ shirts). 

Lansford Apparel Co., West Patterson 
Street. Lansford. Pa.; effective 10-23-59 to 
10-22-60 (children’s dresses). 

Meyers and Son Manufacturing Co., Inc., 
First and Jefferson Streets. Madison, Ind.; 
effective 10-9-59 to 10-8-60 (men’s one piece 
work suits). 

Orangeburg Manufacturing Co.. 345 Pine 
Street, Orangeburg, S.C.; effective 10-14-59 
to 10-13-60 (children’s cotton dresses), 

Oshkosh B’Gosh, Inc., 112 Otter Avenue, 
Oshkosh, Wis., effective 10-9-59 to 10-8-60 
(men’s and women’s work clothing; chil¬ 
dren’s overalls, coveralls, etc.). 

Press Dress & Uniform Co., Hummels town. 
Pa.; effective 10-19-59 to 10-18-60 (maids’ 
and nurses' uniforms and cotton dresses). 

Fred Ronald Manufacturing Co.. 3339 Main 
Street, Parsons. Kan*.; effective 10-13-59 to 
10-12-60 (boys’ pants and shirts). 

Savada Brothers, Inc., 34-46 South Laurel 
Street. Bridgeton. N.J.; effective 10-8-59 to 
10-7-60 (boys’ sport shirts). 

The following learner certificates were 
Issued for normal labor turnover pur¬ 
poses. The effective and expiration 
dates and the number of learners au¬ 
thorized are indicated. 


Elloree Garment Corp.. Elloree. S.C.: effec¬ 
tive 10-7-59 to 10-6-60; 10 learners (ladies* 
pajamas and gowns). 

Eugenia Sportswear. 873 Peace Street, 
Hazleton. Pa.; effective 10-13-59 to 10-12-60; 
five learners (children’s snow suits). 

Lacy Manufacturing Co.. Inc.. 901 Adele 
Street. Martinsville. Va.: effective 10-8-59 to 
10-7-60; five learners engaged In the manu¬ 
facture of men's and boys’ sports jackets. 

McTague Manufacturing Co., Inc., 16 West 
Presqueisle Street. Philipsburg, Pa.: effective 
10-10-59 to 10-9-60; 10 learners (men’s and 
boys’ Jackets). 

The following learner certificates were 
issued for plant expansion purposes. 
The effective and expiration dates and 
the number of learners authorized are 
indicated. 

C & D Sportswear Corp., Adel, Ga.; effec¬ 
tive 10-9-59 to 4-8-60; 15 learners (men’s 
and boys’ sport shirts). 

La Follette Shirt Co.. Inc.. 125 First Street. 
La Follette, Tenn.; effective 10-6-59 to 
4-5-60; 40 learners (men’s dress shirts). 

S us tan Garments. Inc., Wlnnsboro. La.; 
effective 10-15-69 to 4-14-60; 100 learners 
(sportswear and outerwear, men’s and boys’ 
cotton trousers). 

The Warner Brothers Co., Marianna, Fla.; 
effective 10-7-59 to 4-6-60; 40 learners (cor¬ 
sets and brassieres). 

Hosiery Industry Learner Regulations 
(29 CFR 522.1 to 522.11, as amended, and 
29 CFR 522.40 to 522.44, as amended). 

The following learner certificates were 
issued authorizing the employment of five 
percent of the total number of factory 
production workers for normal labor 
turnover purposes. 

Balfour Hosiery Co.. Burlington Industries, 
Inc., Spero Rd., Asheboro, N.C.; effective 
10-12-59 to 10-11-60 (seamless). 

Ridgevlew Hosiery Mill Co.. Newton. N.C.; 
effective 10-24-59 to 10-23-60 (seamless, full- 
fashioned). 

The following learner certificate was 
issued for normal labor turnover pur¬ 
poses. The effective and expiration dates 
and the number of learners authorized 
are indicated. 

Wee-Sox Hosiery Mills, Inc., Randleman, 
N.C.: effective 10-12-59 to 10-11-60; five 
learners (seamless). 

The following learner certificates were 
issued for plant expansion purposes. The 
effective and expiration dates and the 
number of learners authorized are 
indicated. 

Burlington Industries, Inc., Scottsboro 
Hosiery Plant. Scottsboro. Ala.; effective 10- 
7-59 to 4-6-60; 25 learners (seamless). 

Claussner Hosiery Co., Plant No. 2. Seam¬ 
less Division, 30th and Adams Streets, Padu¬ 
cah. Ky.; effective 10-7-59 to 4-6-60; 30 
learners (seamless). 

Magnet Mills, Inc., 308 Cullom Street, Clin¬ 
ton, Tenn.; effective 10-9-59 to 4-8-60; 30 
learners (full-fashioned, seamless). 

Wee-Sox Hosiery Mills, Inc., Randleman. 
N.C.; effective 10-12-59 to 4-11-60; five 
learners (seamless). 

Knitted Wear Industry Learner Regu¬ 
lations (29 CFR 522.1 to 522.11, as 
amended, and 29 CFR 522.30 to 522.35, 
as amended). 

Beltex Corp., 108 South Main Street, Bel¬ 
mont, N.C.; effective 10-12-69 to 10-11-60; 
5 percent of the total number of factory 
production workers for normal labor turnover 
purposes (men’s and boys’ knitted under¬ 
wear). 


Lacy Manufacturing Co., Inc., 901 Ade!<r 
Street, Martinsville, Va.; effective 10-8-59 o 
10-7-60; five learners engaged in the manu¬ 
facture of men’s and boys’ swim trunks for 
normal labor turnover purposes. 

Sylvester Textile Corp.. Sylvester. Oa.; ef¬ 
fective 10-8-59 to 4-7-60; 10 learners for 
plant expansion purposes (ladies’ -»nd chil¬ 
dren’s underwear of knitted fabric). 

Shoe Industry Learner Regulation 
(29 CFR 522.1 to 522.11, as amended, and 
29 CFR 522.50 to 522.55, as amended) . 

Florida Shoe Manufacturing Corp.. Chip- 
ley. Fla.: effective 10-9-59 to 10-8-00: 10 
learners for normal labor turnover purposes 
(leather shoes). 

Regulations Applicable to the Employ¬ 
ment of Learners (29 CFR 522.1 to 522.11, 
as amended). 

Dust Proof Mattress Cover Co., Inc.. Ell- 
wood City. Pa.; effective 10-22-59 to 4-21-60; 
five learners for normal labor turnover pur¬ 
poses to be employed in the manufacture >f 
quilted bedspreads only, in the occupation of 
sewing machine operator for a learning pe¬ 
riod of 320 hours at the rate of 85 cents un 
hour. 

Hart Schaffner & Marx. 728 West Jack »n 
Boulevard. Chicago. Ill.: effective 10-8-59 to 
4-7-60; 3 percent of the total number of 
factory production workers for normal labor 
turnover purposes In the production of 
men’s and boys’ clothing only, in the occu¬ 
pations of sewing machine operator, H ud 
presser, hand sewer, finishing operations i- 
volving hand sewing each for a learning 
period of 480 hours at the rates of 90 ceuts 
an hour for the first 280 hours and not less 
than 95 cents an hour for the remaining 
200 hours. 

Palm Beach Co., Roanoke, Ala.; effective 
10-10-59 to 4-9-60; 5 percent of the total 
number of factory production workers :or 
normal labor turnover purposes In the occu¬ 
pations of sewing machine operator, final 
presser, hand sewer and finishing operations 
involving hand sewing each for a learning 
period of 480 hours at the rates of 90 cents 
an hour for the first 280 hours and not less 
than 95 cents an hour for the remaining 
200 hours (men’s Palm Beach suits). 

The following learner certificates were 
issued in Puerto Rico to the compa nies 
hereinafter named. The effective and 
expiration dates, learner rates, occupa¬ 
tions. learning periods, and the number 
or proportion of learners authorized to 
be employed, are as indicated. 

Alfredo Manufacturing Corp.. Rio Grande, 
P.R.; effective 9-22-59 to 9-21-60; 10 learners 
for normal labor turnover purposes In the 
occupations of sewing machine operators, 
final pressers each for a learning period of 
480 hours at the rates of 54 cents an hour 
for the first 240 hours and 63 cents an hour 
for the remaining 240 hours (men’s cotton 
pajamas). 

Angela Manufacturing Co., Inc., Guayoma. 
P.R.; effective 10-1-59 to 3-31-60; 140 learn¬ 
ers for plant expansion purposes in the oc¬ 
cupations of: (1) sewing machine operators 
for a learning period of 480 hours at the 
rates of 60 cents an hour for the first 320 
hours and 70 cents an hour for the remain¬ 
ing 160 hours; (2) final Inspection of fubf 
assembled garment for a learning period of 
160 hours at the rate of 60 cents an k our 
(brassieres). 

Each learner certificate has been 
issued upon the representations of the 
employer which, among other things, 
were that employment of learners at sud* 
minimum rates is necessary in order to 
prevent curtailment of opportunities for 
employment, and that experienced wor*- 
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ers for the learner occupations are not 
available. The certificates may be an¬ 
nulled or withdrawn, as indicated 
therein, in the manner provided in Part 
528 of Title 29 of the Code of Federal 
Regulations. Any person aggrieved by 
the issuance of any of these certificates 
may seek a review or reconsideration 
thereof within fifteen days after publi¬ 
cation of this notice in the Federal 
Register pursuant to the provisions of 
29 CFR 522.9. 

Signed at Washington, D.C., this 14th 
day of October 1959. 

Robert G. Gronewald, 
Authorized Representative 
of the Administrator. 

IF.R. Doc. 59-8948; Filed. Oct. 22. 1959; 

8:46 a.m.] 


INTERSTATE COMMERCE 
COMMISSION 

FOURTH SECTION APPLICATIONS 
FOR RELIEF 

October 20. 1959. 

Protests to the granting of an appli¬ 
cation must be prepared in accordance 
with Rule 40 of the general rules of prac¬ 
tice (49 CFR 1.40) and'filed within 15 
days from the date of publication of this 
notice in the Federal Register. 

Long-and-Short Haul 

FSA No. 35767: Liquefied petroleum 
gas— Weeks, La., to southern territory. 
Filed by Southwestern Freight Bureau. 
Agent (No. B-7664), for interested rail 
carriers. Rates on liquefied petroleum 
gas. tank-car loads from Weeks. La., to 
destination in southern territory. 

Grounds for relief: Market competi¬ 
tion with other nearby producing points 
to same destinations. 

Tariffs: Supplement 218 to South¬ 
western Freight Bureau, Agent, tariff 
I.C.C. 4118. Supplement 4 to South¬ 
western Freight Bureau, Agent, tariff 
IC.C. 4334. 

PSA No. 35768: Petroleum and prod¬ 
ucts — Mocane, Okla., to southern terri¬ 
tory. Filed by Southwestern Freight 
Bureau, Agent (No. B-7665), for inter¬ 
ested rail carriers. Rates on natural 
gasoline, tank-car loads, and liquefied 
Petroleum gas, tank-car loads from Mo¬ 
cane, Okla., to points in southern terri¬ 
tory including Mississippi River cross¬ 
ings, Memphis, Tenn., and south. 

Grounds for relief: Market competi¬ 
tion at destinations with other nearby 
producing points. 

Tariffs: Supplement 96 to Southwest¬ 
ern Freight Bureau, Agent, tariff I.C.C. 
Jl?2> Supplement 218 to Southwestern 
Freight Bureau, Agent, tariff I.C.C. 4118. 
Supplement 4 to Southwestern Freight 
Bureau, Atent, tariff I.C.C. 4334. 

F3A No. 35769: Gasoline — Mocane, 
Ofcra., to southwestern territory. Filed 
oy Southwestern Freight Bureau, Agent 
B-7666) , for interested rail car- 
No. 208- 8 


riers. Rates on natural gasoline, tank- 
car loads from Mocane, Okla., to destina¬ 
tions in Arkansas, Kansas, Louisiana, 
Missouri, Oklahoma, and Texas. 

Grounds for relief: Market competi¬ 
tion at destinations with other nearby 
producing points. 

Tariffs: Supplement 252 to South¬ 
western Freight Bureau, Agent, tariff 
I.C.C. 4086. Supplement 149 to South¬ 
western Freight Bureau, Agent, tariff 
I.C.C. 4102. Supplement 56 to South¬ 
western Freight Bureau, Agent, tariff 
I.C.C. 4154. 

FSA No. 35770: Asphalt — Southwest¬ 
ern points to Memphis, Tenn. Filed by 
Southwestern Freight Bureau, Agent 
(No. B-7667), for interested rail carriers. 
Rates on asphalt (asphaltum), natural, 
by-product of petroleum, liquid (other 
than paint, stain or varnish), tank-car 
loads from specified points in Arkansas, 
Kansas. Louisiana. Oklahoma and Texas 
to Memphis, Tenn. 

Grounds for relief: Market competi¬ 
tion. 

Tariff: Supplement 96 to Southwest¬ 
ern Freight Bureau, Agent, tariff I.C.C. 
417*. 

FSA No. 35771: Vegetables and fruits — 
Florida points to western points. Filed 
by O. W. South, Jr., Agent (SFA No. 
A3854), for interested rail carriers. 
Rates on vegetables, fresh or green (not 
cold-packed nor frozen), and fresh fruits 
(not cold-packed nor frozen), straight or 
mixed carloads in refrigerator cars from 
Florida producing points, as more fully 
described in the application to points in 
Iowa, Kansas, Minnesota. Missouri, Ne¬ 
braska, North Dakota, and South Da¬ 
kota, as described in the application. 

Grounds for relief: Short-line distance 
formula, grouping, motor-truck competi¬ 
tion, and application of rates through 
higher-rated intermediate' territories. 

Tariff: Supplement 48 to Southern 
Freight Association, Agent, tariff I.C.C. 
1629. 

FSA No. 35772: Lime from points in 
Virginia to points in Florida. Filed by 
O. W. South, Jr., Agent (SFA No. A3855 ), 
for interested rail carriers. Rates on 
lime, common, hydrated, quick or slack, 
carloads, as more fully described in the 
application from Ripplemead, Riverton, 
Staunton, and Tazewell, Va., and points 
grouped with and taking same rates to 
Agricola, Brewster, Okeelanta, and 
Pierce. Fla. 

Grounds for relief: Short-line distance 
formula, grouping, different bases of 
rates. 

Tariff: Supplement 120 to Southern 
Freight Association, Agent, tariff I.C.C. 
1345. 

FSA No. 35773: Substituted service — 
CRI&P for Yellow Transit Freight Lines, 
Inc. Filed by Middlewest Motor Freight 
Bureau, Agent (No. 195), for interested 
carriers. Rates on property loaded in 
trailers and transported on railroad flat 
cars between St. Louis, Mo., on the one 
hand, and Dallas or Houston, Tex., on 
the other, on traffic originating at or 
destined to points in territories described 
in the application. 
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Grounds for relief: Motor truck com¬ 
petition. 

Tariff: Supplement 112 to Middlewest 
Motor Freight Bureau, Agent, tariff 
MF-I.C.C. 223. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary. 

[F.R. Doc. 59-8940: Filed, Oct. 22. 1959; 
8:46 a.m.J 


[Notice 207] 

MOTOR CARRIER TRANSFER 
PROCEEDINGS 

October 20,1959. 

Synopses of orders entered pursuant 
to section 212(b) of the Interstate Com¬ 
merce Act, and rules and regulations pre¬ 
scribed thereunder (49 CFR Part 179), 
appear below: 

As provided in the Commission's gen¬ 
eral rules of practice any interested 
person may file a petition seeking recon¬ 
sideration of the following numbered 
proceedings within 30 days from the date 
of service of the order. Pursuant to sec¬ 
tion 17(8) of the Interstate Commerce 
Act, the filing of such a petition will post¬ 
pone the effective date of the order in 
that proceeding pending its disposition. 
The matters relied upon by petitioners 
must be specified in their petitions with 
particularity. 

No. MC-FC 62325. By order of Oc¬ 
tober 15, 1959, the Commission, Division 
4, acting as an Appellate Division, ap¬ 
proved the transfer to Whitescarver 
Transportation Corp., Orange, N.J., of 
the operating rights in Permits Nos. MC 
38791, MC 38791 Sub 1, MC 38791 Sub 2, 
MC 38791 Sub 3, MC 38791 Sub 4. MC 
38791 Sub 9, MC 38791 Sub 13, MC 38791 
Sub 17. MC 38791 Sub 19. and MC 38791 
Sub 22, issued August 16, 1943, as 
amended, August 5, 1939, as amended, 
August 11, 1939, as amended, April 27, 
1940, as amended, March 28, 1942, as 
amended, November 20,1947, May 6,1955, 
October 24, 1956, May 20, 1958, and June 
4, 1959, to Tuohy Trucking Corporation, 
authorizing the transportation of grocer¬ 
ies and such merchandise and fixtures 
as are used in the operation of chain 
grocery stores, such merchandise as is 
dealt in by wholesale, retail, and chain 
grocery and food business houses, and in 
connection therewith, equipment, ma¬ 
terials, and supplies, used in the conduct 
of such business, soap, soap powders, 
soap products, shortenings, edible oils, 
toilet preparations, glycerine, washing 
compounds, and cleansing compounds, in 
containers, and advertising matter and 
premiums in connection therewith, from 
and to specified points in New York, 
Connecticut, New Jersey, and Pennsyl¬ 
vania. Edward F. Bowes, 1060 Broad 
Street, Newark 2, N.J., for applicants. 

[seal] Harold D. McCoy, 

- Secretary. 

|F.R. Doc. 59-8947: Filed. Oct. 22. 1959; 

8 :46 a.m.| 
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